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ECONOMIC CONDITIONS AND THE BIRTH-RATE 
AFTER THE WAR 

I 

It is a well-known fact that a war of any great intensity or dura- 

tion checks both the marriage-rate and the birth-rate, and that after 

the close of hostilities and the demobilization of troops comes a year 
or two of recovery and sometimes of extreme rebound in marriages 

and births. This fact has been evidenced by practically every 
important war since the beginning of the publication of reliable 

vital statistics. War temporarily checks marriage and reproduc- 
tion, war kills off its thousands or millions of men, but experience 

shows that in the past, with the possible exception of the extremely 

destructive Thirty Years’ War, these ravages in the population have 
been quickly made good. 

No vital statistics are as yet available for the years 1914 and 
after, and there will probably be a long delay before the warring 

countries publish their registration returns for the war years. Con- 
siderations of state may, indeed, make some of them loath to pub- 
lish the full, true returns at all. The enormous losses of the war 

will of course produce increases in death-rates hitherto unexampled 
even in war time. That there is a correspondingly large decrease 
in marriages and births cannot be doubted, but none of these vital 

phenomena as influenced by the present war are yet amenable to 
521 
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quantitative analysis, at least outside the strongly censored regis- 

tration bureaus of the individual countries. Where war produces 
a profound depressive effect upon marriage- and birth-rates, the 
post-bellum reaction seems usually to be correspondingly pro- 

nounced. Will the reaction after the present war be in proportion 

to the magnitude and destructiveness of the unprecedented con- 

flict? What, indeed, will happen to the birth-rate after the war ? 

Speculation is perhaps idle, and prophecy, however guarded, is 

likely to be far beside the mark; yet such large issues, political and 

economic, hinge upon the psychological mood of the people after 

the war and upon economic and social conditions as reflected in the 
will—or blind instinct—to mate and multiply, that no apology is 

necessary for an attempt to analyze roughly the probabilities. 
We may first set forth briefly the facts as to the influence of the 

chief wars during the past fifty or sixty years. Remembering that 

no war in the last hundred years, with the possible exception of the 
Napoleonic wars, the influence of which we cannot statistically 

analyze, has taxed the vital and economic resources of the warring 

countries to anything like the point of exhaustion to which the 

present war will bring Europe, we may examine the probable post- 

bellum economic and psychological conditions in their influence on 
marriage and births—on the rapidity of the vital recovery of 

exhausted peoples. 

Beginning with the Crimean War, 1854-55, there have been 

eleven wars worth noting in the last three-quarters of a century. 
Following the Crimean War came the Austro-Italian War of 1859, 

the aggression of Austria and Prussia against Denmark in 1864, the 
brief and decisive war which Bismarck engineered against Austria 

in 1866, the Franco-Prussian War, 1870-71, the Russo-Turkish War 

of 1877-78, the Boer War, 1899-1902, the Russo-Japanese War, 
1904-5, the Balkan Wars, the first one lasting from October to 

December, 1912, the second from March to July, 1913, and finally 
in America our own Civil War and the Spanish-American War. 

This last, however, was so insignificant in proportion to the resources 

of the United States that, even had we the necessary vital statistics, 

no appreciable influence would probably be noted. Data are lack- 

ing also for the Russo-Turkish War of 1877-78. 
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The Crimean War, 1854-55.—Of the powers involved in the 

Crimean War, France and England are the only ones for which 
marriage and birth data are available. In neither country was 

there any appreciable or certain effect on marriage- or birth-rates, 

either during the war or afterward. The relatively small number 
of men engaged, in proportion to population, the short duration of 

the conflict, and the fact that it was fought on distant shores 
explain this absence of disturbing influence. What may have been 

the effect in Russia and Turkey, more intimately involved, and in 

Sardinia, which out of her small population sent one army corps, 
we cannot say. 

The Austro-Italian War, 1859.—France, Austria, and Sardinia 

were the combatants. In France no effect was apparent. In 
Austria the marriage-rate fell from 17.3 in 1858 to 14.8 in 1859 and 

rebounded immediately to 17.5 in 1860. The Austrian birth-rate 

fell from 43.2 in 1859 to 40.6 in 1860, but, curiously enough, never 

recovered. 

The Danish War, 1864.—This was a small affair, measured from 

the standpoint of the aggressors, Prussia and Austria, but not from 

that of Denmark. No effect is apparent in the German or Austrian 

statistics, but in Denmark the marriage-rate fell from 15.0 in 1863 

to 11.3 in 1864, rising again to the abnormal figure 17.8 the year 

following. The influence on the birth-rate was slight. 

The Austro-Prussian War, 1866.—Bavaria, Saxony, Nassau, 

Wiirttemberg, Baden, and Hanover all fought with Austria against 

Prussia, but data are at hand for only the two chief contestants and 

Bavaria and Saxony. Marriage- and birth-rates for these countries 
are givenin Table I. Taking first the marriage-rates, it is apparent 

that in Austria, Prussia, and Saxony the war produced a decided 

decline and that the close of hostilities brought an equally decided 

reaction. In Bavaria the effect was less pronounced. The table 

of birth-rates shows a noteworthy decline in Prussia in the year 
after the war, where it would naturally come after so brief a con- 

flict, and a progressive though very moderate decline in Austria in 

1866 and 1867. The Austrian birth-rate recovers in 1869, but the 

*The decline of the rates in Austria in 1866 was doubtless partly due to the 

cholera epidemic of that year. 
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Prussian rate does not reach the level of 1865 until after the 
Franco-Prussian War. 

TABLE I 

MARRIAGE-RATES* 
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*The rates for Austria, Prussia, and France are from the Reports of the Registrar General of England 
and Wales. Those for Bavaria and Saxony are from Caudelier, Les Lois de la population en Belgique, 
PP. 21, 25. 
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* The rates for Bavaria and Saxony are from Caudelier, of. cit., pp. 24, 25. 

The Franco-Prussian War, 1870-71.—The emphasized rates in 

the tables, for the war years and the years immediately preceding 

and following, reveal the powerful disturbing influence of the 
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greatest of modern European wars prior to 1914. Taking first 

again the marriage-rates, we find that the Prussian rate declined 

from 17.8 in 1869 to 14.7 in 1870—a fall of more than 17 per cent. 

The Bavarian rate fell from the exceedingly abnormal level of 24.7 

in 1869 to 17.8 in 1870 and 16.7 in 1871; the Saxon rate, from 
19.2 to 16.7; and the French, from 16.5 to 12.1—a decline of 

nearly 27 per cent. Thus the country which was hit the hardest 
by the war reflects that fact in its vital statistics. The recovery 
in the marriage-rate was immediate (1872) and complete in all the 

countries for which we have data. In fact, the close of the war 

seems to have marked the beginning of a prolonged period of high 

marriage-rates in the German countries. 

Turning to the birth-rate, we find an equally noteworthy 

decline, coming, not in 1870, but, as we should expect (the war 

being short), in 1871. Prolific Prussia naturally suffers a greater 

decline (from 38.1 to 33.8) than more prudent France (25.5 to 

22.6). The post-bellum rebound is pronounced in all the warring 
countries, and, like that in the marriage-rate, is of some duration in 

the German countries. The Prussian birth-rate did not again fall 
to the level of 1869 until 1880. 

The Boer War, October, 1899, to May, 1902.—English marriage- 

and birth-rate statistics reflect no influence of this war. It wasa 
difficult struggle for England to bring to a close, but mainly because 

of its distance from England. It did not draw into the army a 

relatively large proportion of the male population. 

The Russo-Japanese War, 1904-5.—Turning now to the Russo- 

Japanese War, which lasted from February, 1904, to August, 
1905, we have Table II, showing again the familiar decline and 

recovery in marriages and births. In Russia the rebound of both 

the marriage-rate and the birth-rate was immediate and extreme. 

In Japan neither showed improvement until 1907. 

The Balkan Wars, 1912-13.—In the first Balkan War, which 

lasted from October to December, 1912, were involved Bulgaria, 

Servia, Greece, Montenegro, and Turkey; in the second war, from 

*Yet Havelock Ellis says: ‘At the present time English schools are sending out 
an unusually small number of pupils into life, and this is directly due to the South 

African war fifteen years ago” (Essays in War-Time [1917], p. 29). 
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March to July, 1913, Bulgaria, Servia, Greece, Turkey, and 
Roumania. There are no Turkish vital statistics, and recent data 

are lacking for the other countries except Roumania and Servia, and 
for these the data are not recent enough to show the post-bellum 

recovery. 

TABLE II 
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Roumania was not in the first war, so the drop in the marriage- 
rate from 21.0 to 17.3 in 1912 must be attributed to other causes— 

possibly to mobilization of troops. In Servia the effect of war on 

the marriage-rate is most extreme—if the figures are to be trusted. 
Available data do not come down far enough to date to reveal the 

effect on the birth-rate. 

ROUMANIA 

| 

Marriage-Rate Birth-Rate 

18 40 
18 41. 
18. 39. 
21 42. 
17. 43. 
18. 42. 

The foregoing rapid survey of the European wars of the past 

sixty-five years and of the Russo-Japanese War shows that the 
decline of the marriage-rate in war time and its recovery when 

hostilities cease are practically universal phenomena. This ebb 
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and flow fails to materialize only when the struggle is brief and 

insignificant in comparison to population. It is clear also that 
similar movements take place in the birth-rate, although with not 

the same promptitude or quite the same certainty.‘ In general, 
naturally, the larger and longer the war the more effect is produced 

upon the birth-rate. 

It is not possible to trace with any accuracy or much certainty 

the influence of the American Civil War, although the experience 
of Europe shows what that influence must have been. The regis- 
tration statistics of Massachusetts, however, give direct indication 

of the influence on birth-rates and marriage-rates, as Table IV 
shows.” 

TABLE IV 

Marriage-Rate Birth-Rate 
| 

20.15 29.28 
27.93 28.63 

68 25.92 

24.20 
24.17 

23.87 
26.16 
26.17 

The writer has made an attempt to trace the influence of the 

Civil War on the proportion of children to women of child-bearing 

age, but without much success. The proportion of white children 

under ten years of age to total white population was only o. 2 per 
cent less in 1860 than in 1850, while it was 2.0 per cent less in 1870 

than in 1860, and again only o.5 per cent less in 1880 than in 1870.3 
This might be taken as certain indication that the decline in the 

proportion of children—a decline which, as Willcox has shown, 

began early in the century—was accelerated by the Civil War, were 
it not for the fact that equal or greater decline was registered in 

1850 and 1890. The proportion of children under five years of age 

* It is probable, however, that birth-rates by months would reveal the disturbing 
influence of war even where the annual rates do not. 

2 Baily, Modern Social Conditions, pp. 107, 141. 

3 U.S. Census Bulletin No. 22, 1905, ‘‘ Proportion of Children in the United States,” 
p. 17; also Twelfth Census, “Supplementary Analysis,” p. 417. 
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in 1870 can throw only indirect light on the problem because most 

of them were born after the war was over. Nevertheless, in the 
South particularly we might expect the decline in the proportion 

of children under five years of age between 1860 and 1870 to be 

especially marked, because the total exhaustion of the South and 
the continued unsettling influence of Reconstruction would prevent 

the normal immediate recovery in marriages and births seen in 

Europe, for example, after the Franco-Prussian War. Table V 

shows the percentage of decline in the proportion of children under 

five years of age in the South for all decades, for purposes of com- 
parison, from 1840 to 1900. The decrease in 1870 is large, but not 

so great as in 1850, and not appreciably greater than in 1890. The 

data are therefore inadequate to demonstrate the effect of the war 

in decreasing birth-rates. 

TABLE V 

PERCENTAGE INCREASE (+) OR DECREASE (—) IN THE PROPORTION OF WHITE 

CHILDREN UNDER Five YEARS OF AGE TO WHITE FEMALES FIFTEEN 
TO ForTY-NINE YEARS OF AGE, 1840-1900 

1geo | 1880 1870 | 1860 

Southern South Atlantic. ... 
Eastern South Central...... 
Western South Central 

—14.2 |—4. 
—11.8 |—4. 
—1I5.1 |—2. 

| 
Northern South Atlantic. . . .| 

| 
| ‘ — 8.2 |+1. 

¥ 

TABLE VI 

Percentage Percentage 
Increase 1880 Decrease 1870 

Virginia* 
North C arolina...... 
South Carolina....... 
Georgia... 
Se oi aoe a eco. 
Louisiana 
Arkansas 

9 

“NH 

ouMMN eNO 

/ 
8 

* abies between 1860 and 1870 is not - indicated 1 because in the 

meantime West Virginia had been set off from Virginia. 

A comparison of 1880 with 1870, however, shows that the normal 

decline in the proportion of children is turned into a positive and 



CONDITIONS AND BIRTH-RATE AFTER THE WAR 529 

significant advance. The figures for 1880 reveal the South in pro- 

nounced, though belated, recovery from the vital ravages of war 

and Reconstruction. Nowhere else in the country is there increase 

in the proportion of children in this decade except in the new states, 

Idaho, Wyoming, and Arizona. The corresponding data for indi- 

vidual southern states are even more indicative of the process of 

recovery. That there was an extraordinarily high reproductive 

rate in the South after Reconstruction, between 1875 and 1880, 

cannot be doubted. 

II 

The causes of post-bellum increases in marriages and births are 

for the most part self-evident. War breaks up existing family 

relations, but, where death has not intervened, its termination 

restores them. Moreover, many marriages of men who have gone 

into the battle line and lived to tell the tale have been prevented 

or postponed by war, and at its close are consummated, so that 

marriage ceremonies which would have been spread over several 
years are crowded into a few months. Doubtless the joy of reunion 
contributes to this, as does also the fact that many widows are left 

economically destitute and are ready to marry almost any kind of 

man for the sake of a home. More subtly, it may also be that the 
reaction of peace times after the anarchy of war, the joy of return 

to civic pursuits and upbuilding home life, may create in a whole 

people, even in defeat, a will to live which results in a period of 
supernormal propagation. 

So stupendous is the present conflict, however, so unprecedented, 
and so stimulative to the imagination, that we may well look for- 

ward to the breaking of precedents after it is over. Will the people 
return to the positive, constructive pursuits of life and to marriage 

and renewed multiplication, or will the catastrophe have been such 

a shock that the mechanism of the life of the masses will no longer 

work in the old ways? Will the women of Europe continue to 
breed food for nationalistic ambition, or will they institute some- 

thing akin to a birth strike, such as the socialists of Germany some 
years ago tentatively suggested? It is possible that the psycho- 
logical effect of the years of mass-murder may be stolid stagnation, 
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and that the people will return to the old unreasoning habits and 
passions. It may be, on the other hand, that the shock will have 
awakened the people to a thoughtfulness and self-restraint which 

will lead them at once to a conscious limitation of the birth-rate. 
A young American student who spent eighteen months in relief 

work between the German lines recently came back to his classes— 
“‘to acquire a new stock of illusions,” as he put it. Will the war- 

sickened masses of Europe go back to the old illusions? There is 

no particular reason, in spite of the revolution, for supposing that 
the Russians will not—that the Russian birth-rate, always bar- 

barously high, will not rebound to nearly its old level. But in the 
Western nations the outcome is problematical; there it will depend 

upon both economic and psychological factors. Economic con- 

ditions will probably still play the leading réle. It is a demon- 

strated fact that both the marriage-rate and the birth-rate rise in 

periods of prosperity and fall during hard times, but after this 
war—unprecedented as its shock has been and must be—the 

psychological condition of the people will be a factor scarcely sec- 

ondary to economic forces. 

Leaving out of account, for the moment, the psychic temper of 

the people, the level of marriage-rates and birth-rates after the 
war will depend primarily upon economic conditions, and specifi- 
cally upon the demand for labor and the level of net wages—that 

is, what is left to the laboring-class family after the tax-gatherer 
has had his due. The economic lot of the masses in any country 
depends fundamentally upon the demand for labor. With a strong 

demand for labor, wages are high, unemployment at a minimum, 

and the strength, vitality, and hopefulness of the people at a maxi- 

mum. Conversely, with a weak demand for labor, wages are low, 

unemployment prevalent, and the state of mind of the masses one 

either of dissatisfied unrest or of sodden inertia. 

Demand for labor comes ultimately from desire for consumable 

commodities and services, but desire alone does not constitute 

effective demand. There must be ability to pay. It is certain that 
both in Europe and in other countries there will be an immense 

need—a strong desire—for consumable and capital goods of all 

sorts, goods which Europe has habitually produced and can pro- 
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duce again as soon as normal conditions can be approached. 
Foreign countries, especially the United States, will have the 

ability to pay for European products; but in Europe itself a pro- 

longed period of recovery will have to be gone through before any- 
thing like the buying power of ante-bellum years is again attained. 

One fact is certain: that industry, and demand for industrial labor, 
cannot be built up without a market—that is, without an effective 

demand for goods, and, in the last analysis, for consumers’ goods. 

In so far as Europe can depend upon foreign demand, industrial 
rehabilitation will be relatively easy; and the importance of foreign 

markets to this end will undoubtedly cause European manufacturers 
to be keener competitors than ever before; but just to the extent 

that Europe has to depend on home markets will the task of 

rehabilitation be slow, difficult, and dangerous. 

In the first place, the prices of all consumers’ goods will be high 

for a considerable period—at least a year or two—after the war. 
Family incomes will be low, and taxes burdensome beyond imagina- 

tion. The masses will perforce have to continue much the same 
retrenchment in expenditure that they have been compelled to 

make during the war. There may be, as indicated below, an 

increased demand for luxuries and for domestic and personal serv- 

ice, but for the great bulk of staple commodities, consumed by the 

working and middle classes, demand will be much curtailed, simply 

because the masses will not have the necessary net income to pur- 

chase goods as they did before the war. The most difficult step 
out of poverty is the first one—the securing of an initial purchasing 

power and effective demand for commodities on the part of the 

people. Given that, entrepreneurs will find a way to secure capital 

and to hire labor. Demand for commodities is a demand for labor, 

directly and indirectly, John Stuart Mill to the contrary; but an 

industry of sufficient extent and variety to furnish employment to 

a large population cannot be based upon a demand for luxuries 
alone. There is at least that much truth in the socialist contention 

that industrial depression is due to underconsumption. 
There can be no doubt that in all the great countries now at war 

a few individuals are, during the war, reaping enormous profits, 

despite the heavy general taxes and the special taxes on the profits 
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of munitions manufacture. The great mass of the people, however, 

cannot escape impoverishment. While their property may not be 
destroyed and while business may be only for the time being 

impaired, the appalling burden of taxes, the proceeds of which must 
largely go to pay interest on war debts, will fall upon all. The dis- 
tribution of ownership of the war bonds will prove an important 
influence in the distribution of net income—for whoever gets the 

proceeds of the taxes which are levied to pay interest on war debt 
will have funds to spend, either for immediate-consumption goods 

and services or for investment in capital goods. We are not in 
position to know how widely the bonds have been purchased by 
persons of comparatively small means and how much their owner- 

ship will prove to be concentrated in the hands of the wealthy. 

If ownership is centralized, as it will probably prove to be, interest 
on war debt will go, to considerable extent, to increase expenditure 

for luxuries. There will be a greatly increased demand, not only 
for material luxuries, but for service; we may look for increased 

ostentation and for the entrance of many people, both men and 

women, hitherto of the mechanics and artisan class, into the ranks 
of the servant class. 

It is possible, perhaps even probable, however, that the temper 
of the times will not be favorable to ostentatious luxury—that 

neither governments nor masses will ‘‘stand for it” and that some 

way will be found to compel the wealthy recipients of interest upon 

war debt to invest a large part of their income in industrial enter- 
prises. This they may be inclined to do, even without pressure, 

for the interest rate will inevitably be high and attractive. More- 
over, the greater the concentration of wealth the more the surplus 

over what is necessary to satisfy present wants—even luxurious 

wants—and the greater probability, therefore, of saving and invest- 

ment. From this point of view industrial recovery would be more 

rapid under a centralization of wealth, however detrimental socially 
such concentration might be, than it would be where wealth is 

widely dispersed and income consequently not so much above 

immediate needs. But, on the other hand, concentration of income 
robs the people at large of purchasing power and thus removes the 
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fundamental motive to business enterprise—the discernment, on 
the part of the business men, of a market for their finished products. 

Turning to foreign demand for consumers’ goods, we find it on 

asurer footing. The world outside of Europe, especially the United 
States, will have enormous buying power and, in the absence of 

high-tariff barriers, will be a good place in which to sell. The flow 
of gold to us during the war and the indebtedness of the Allies 

to us will make this a country of continued high prices. The 
foreign demand for German manufactures will reach impressive 

dimensions, and the foreign call for French silks, cottons, wines, 

and novelties will be greater than ever. The rich peoples of the 
earth will be good customers of those who now are buying of us at 

the desperate prices of war time. So far as this foreign demand is 

concerned, the two questions are whether the nations now at war 
can recover their capital equipment and financial organization 
quickly enough to take advantage of it before they go through a 

long period of depression, and whether foreign nations will erect 

tariff walls to “protect” themselves from cheap goods. 
As to the demand for consumers’ goods, then, no very definite 

conclusion can be drawn, but the most promising and effective 
initial demand will, in the absence of specially high tariffs, un- 

doubtedly come from the nations not exhausted by the war. The 
extent and intensity of internal demand will be enormously reduced 

in any case, and still more so if concentrated ownership of war bonds 

robs the people of purchasing power through high taxes, the pro- 
ceeds of which go chiefly to the rich, who will spend them either in 

futile luxuries or in investment which, in the face of lack of pur- 
chasing power on the part of the masses, can only gradually rehabili- 

tate industry. 

Assuming, however, that consumers’ demand will be effective 
as an immediate spur to industrial enterprise, can Europe get the 

necessary money or credit with which to rehabilitate her industries 
at once ? 

In the first place, let us ask, how great will be the need of new 

money capital and new capital equipment? How great is the loss 
from actual destruction of productive wealth in Europe? The 
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amount of such destruction is enormous and it is an important con- 

sideration, but, incalculable as such destruction is, and will be, upon 
the various battle areas, it would be easy to overestimate it. Ger- 
many, thus far, has suffered practically no loss of this kind, nor 
have Italy and England except for the destruction to shipping. 

The Russian invasion of East Prussia touched only an agricultural 

region. Russia’s sacrifice has been far more in area of territory 
than in importance of the industrial centers destroyed or lost. 

Neither Servia nor Roumania was a manufacturing nation of 

importance. The German drives have occasioned vast suffering 
and destruction of life and wealth, but probably the loss of a com- 

paratively small amount of industrial capital. Only in Belgium 

and France is the destruction of industrial wealth and the disloca- 

tion of industry upon a scale to produce disquietude concerning 

recuperative capacity. The destruction of a few hundred chateaux 
is economically an unimportant matter. It is the destruction of 

real capital that counts, and the extent of such destruction depends 
upon the breadth of the area of actual fighting, the intensity and 

concentration of shell fire in dense industrial communities, the 
duration of the war, and the character of the struggle from now on. 
Should the evenly balanced forces result in a virtual stalemate, until 

one side or the other is worn out and asks for peace, the additional 
destruction of capital incident to the actual fighting will not be 

great; but if the months to come are to witness in France or in 

Germany great drives over wide areas, and if the submarine block- 

ade is as destructively effective as the Germans assert that it is, 

then the destruction of industrial equipment cannot fail to be 

appalling. 
Actual destruction of industrial plants is not the only loss 

occasioned by war. Countless factories have been adapted, at 
greater or less cost, to the manufacture of munitions. These 

plants can probably be readapted to the pursuits of peace, how- 

ever, without comparatively great cost. Such is the adaptability 

of modern industrial technique. Nevertheless, the cost of the 

changes must in the aggregate be enormous. Doubtless many 

factories constructed especially for the manufacture of munitions, 
e.g., explosives, may be practically a dead loss in times of peace. 
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How great will be this industrial loss attendant upon the adapta- 
tion and readaptation of plants to the exigencies of the moment 

cannot be stated, but it must be added to the loss from actual 

destruction. In any case the total loss through destruction and 

through adaptation to munition manufacture will prove great 
enough to put an extremely serious strain upon investment funds 
already depleted by the demands of war. 

Turning to the supply side of capital, where will investment 

funds be found? Germany may prove to be at considerable 

advantage in that she has financed her own war and kept her supply 
of gold at home, but if, as seems to be the case, she has done so by 

pyramiding credit, her house of cards may bring on a financial panic 

and a period of acute depression which will have a prolonged and 

disastrous effect upon her industries and upon the lot of her laboring 
population. In the case of the Allies the millions of specie exported 
and the immense interest charges to be met abroad will leave the 

people, rich as well as poor, with comparatively small funds for 

industrial investment. 

In general, then, capital funds after the war will have to be 

obtained (a) from interest proceeds of war debt floated at home, 
(b) from those persons who have accumulated wealth during the 

war and have not invested surplus income in war bonds, (c) from 

foreign investors. The first source, as we have seen, will depend 

upon the distribution of the war bonds and the temper of their 

owners. The second does not seem particularly promising, though 
many fortunes have thus been made. The last source will probably 

not be available for a considerable time after peace is concluded, 

at least not until financial conditions become stable enough for the 
high interest rate to prove an irresistible attraction to foreign 

investors. On the whole, the outlook fora plentiful supply of funds 

for the immediate building up of new productive plants does not 
look bright, although it is quite possible that it will prove equal 

to a sluggish demand. 

The reasonable general conclusion with regard to the demand 
and supply of capital seems to be that neither will show great 
strength. The process of upbuilding industry to normal conditions 
will be slow and will not result in that sudden rebound in energy 
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which normally takes place after war. Consequently demand for 

labor at a time when demand is most essential to economic and 
social health will not be vigorous. 

Should supply of labor remain constant, the decreased demand 

would involve a condition in which the working classes would have 
to undergo a long period of depression—low wages, unemployment, 

and lack of medical and hygienic care which go with insufficient 

family incomes. These are the conditions under which, experience 

shows, marriage- and birth-rates tend to decline, and we should in 
that case be led not to expect the normal post-bellum vital recovery. 

The one condition, apparently, that can save the laboring 

classes from acute suffering is the fact that millions of workers will 

be resting beneath the earth. While, on the one hand, demand for 

consumers’ goods will be relatively low, capital hard to get, and 

consequently the total demand for labor relatively low, the supply 
of labor, on the other hand, will also be different from what it was 

before the war. Just how it will differ in amount is not easily said. 
Millions of men will have been killed, and other millions, wholly 

or partly incapacitated, will be a burden upon those who are able 

to work. The problematical element in the labor supply will be the 
women. Temporarily, at least, the war has recovered the industrial 
capacity of women. Whether to social advantage or not, in the long 
run, women have shown that they can do ‘‘men’s work”’ and do it 

well. Will they go docilely back to domesticity and dependence ? 

Vast numbers will, where the home is not broken up, and where 
their wages are not absolutely necessary for family subsistence. 

Many will not, however, because there will be no home to go to; 
and still others, having once tasted the sweet wine of economic free- 

dom, will refuse to go back to the old mode of living. It is just 

possible that government will bring pressure to bear to get them 

out of the factories and put men in their places, and it is not 

unlikely that public—that is male—sentiment everywhere will 

raise a hue and cry for the women to give back to the war-worn 

defenders of their country the jobs that were formerly theirs. But, 

in the aggregate, there will be a large addition to the supply of wage- 

workers—not only because many women will have nothing else to 

do, and because many will want to remain in the factories anyhow, 
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but because they will all, in the absence of legal limitation, work for 

lower wages than men. Here again it is not at present possible to 

arrive at any estimate of the labor supply after the war. The value 
of the variables is unknown. One can only hazard the opinion that 

the larger entrance of women into industry and the economic pres- 

sure, on all who can, to earn an income will do much to counter- 

balance the loss of men by the wastage of war, especially when we 
take into account the probable decrease in the demand for labor 
(compared to war and pre-war times) due to lack of purchasing 

power and difficulty of securing capital funds for the rehabilitation 
of industrial plants. 

So far as we are warranted in drawing even any tentative con- 

clusions as to economic conditions immediately after the war, it 

thus seems that demand for labor will be slack, competition for 

work keen, unemployment general, prices of necessities high, and 
wages low. For years the condition of the masses will be one of 

extreme poverty. In so far as the marriage- and birth-rates are 
correlated with economic conditions, there is little to cause expec- 

tation that the normal rebound in marriages and births will occur. 

Turning to the psychological factor, will the people be so 
depressed that they will take no heart in rehabilitation? Or will 
the soldiers return to industrial and civil pursuits in the temper of 

the young German officer who said to an American friend, ‘‘ There 
will be more room and more opportunity for the survivors after 

this war. War is once in awhile necessary to thin out the popu- 
lation!’ The example of the French after the humiliating result 
of 1870 suggests that a nation may recover with astonishing vigor 

and rapidity even in dire defeat. But the losses of the Franco- 

Prussian War were small compared to those of the present. More- 

over, the agony was not long drawn out. Can'’we draw any 
inference from our Civil War? The South was backward and easy- 

going. It was a purely agricultural country. Slavery was a 

factor of prime import. Reconstruction was in some ways as 

depressing as war. There is consequently scarcely a parallel with 

the situation in France in 1872. The South, returning with resig- 

nation to what little was left after war and Reconstruction, settled 

down to stagnation for a quarter of a century. While there was 
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ultimately a strong recovery in the birth-rate in the South, we have 

seen reason to believe that it was delayed some years after the close 
of the war. A new generation, in fact, had to grow up—and even 

a third generation—and capital venture in from the North before 
the South began to have any great economic momentum. Servia, 

Roumania, Turkey, and Southeastern Europe in general are more 

as our South was after the Civil War—agricultural, backward, non- 

industrial. As for the Germans, their government is accustomed 

to order the life of the people for collective ends. We may count 
upon it to do everything in its power to set the nation’s productive 
powers to work when the war is over. But whether the German 

people can stand defeat and return stolidly to work—if work is 

offered—remains to be seen. And it may be that victory, to which- 

ever side it falls, will have been so dearly bought as to leave all 

classes deadened and disheartened, as was the South in 1865. It 
is necessary to remember that this is the first war on anything like 

so great a scale, and the first great war between modern industrial 
nations—the first war since productive methods took on their full 

modern complexity and capital became necessary in such large 

amounts—for Germany in 1870 had hardly begun to enter upon 

her period of industrial evolution. As the size and complexity of 

the organism disturbed are greater, the results will be correspond- 
ingly more lastingly disastrous. 

So much rebuilding, material, social, and moral, will have to be 

done, however, so great will be the relief in mind and body when 

peace comes, and so thoroughly industrialized are the habits and 

thoughts of the people of Western Europe, that it is not improbable 

that psychological depression—apart from possible industrial stag- 

nation—will not be widespread, lasting, or acute. This is the more 

likely because the women will have brought a new moral force into 
work—the moral power which comes from earning one’s own living 

—which will tend to counterbalance the industrial demoralization 

of men accustomed to trench life and thereby weaned away from 

the steady and unexciting routine of industrial labor. 
Now in view of these many conflicting and complex economic 

and psychic conditions, what can be ventured as to the probable 

trend of marriage- and birth-rates? First as to the marriage-rate. 
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If the rebound of industry should come quickly, giving a reasonably 

strong demand for labor, this being the only factor, the normal rise 
in the marriage-rate would take place at once. But labor demand 
is not the only factor. It is possible that the new economic lot 

of the women may render them less ready to marry than they 
would have been under the old conditions. Doubtless both church 

and state will thunder forth anathemas against those who are tardy 

in entering the matrimonial bond; doubtless lovers long separated 
by war and conscription may rush to each other’s arms; but sober 
second thought, stimulated in the woman by economic independ- 
ence, in the man by lack or insecurity of employment, and in both 

by the mighty shock of world-conflict and continent-wide slaughter, 

will give pause. And that pause may well prove fatal to the rise 
of the marriage-rate. 

How will it stand with the birth-rate? Experience shows that 
war has an especially noticeable disturbing influence upon the 

number of illegitimate births. Thus we have in France:* 

No. oF Livinc ILLEGITIMATE BIRTHS (IN THOUSANDS) 

1869... 

1870.... 

1871.. 

168 .6 

. 163.3 
165.4 

144-4 

The illegitimate birth-rate will rise somewhat after the war, 

but the legitimate and the total rates will not be likely to manifest 

the usual normal post-bellum rebound. On the part of the married, 
economic conditions, in the first place, will produce prudence. If 

the marriage-rate fails to make the normal rebound because eco- 

nomic and psychic conditions are unfavorable to marriage, this in 
itself, other things being equal, will of course tend to keep down the 

* Annuaire Statistique de la France, XX XIII (1913), 11. 

2 Statistisches Jahrbuch fiir das deutsche Reich, 1903, p. 25. 
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birth-rate. Even should the marriage-rate recover its normal level, 
however, a strong tendency to birth control may be expected, which 
will be an additional factor retarding the rebound in the birth-rate. 

Church and state may use their influence against the spread of 
contraceptives, but it will not be effective. It is necessary to 
remember that the Continent has not taken a stand against the 

spread of contraceptive knowledge such as graces our American 
legal policy. 

A third factor which will militate against both marriage- and 

birth-rates will be the altered sex-constitution, and to a lesser 

degree the altered age-constitution of the population. No such 

demographic changes have occurred since modern vital statistics 
began as will be revealed when the results of the present war are 

known. The great excess of females can have but one result—a 
low marriage-rate and a low legitimate birth-rate. 

Militarism, nationalism—neo-cameralism and neo-mercantilism 

—thrive on great populations and in turn strive to stimulate that 
increase. Militarist and nationalist regard the ‘‘state’’ as an end 

in itself, and the people are merely means to this end. Some will 
call it a great end, others will call it a great illusion; but, so long 

as the military man is in control and so long as he can appeal to 

crass nationalism and chauvinism, the people will continue to be 
regarded as a sort of cattle. Continental officialdom outside of 

France has not moved, after all, very far away from Frederick the 

Great’s view, which he expressed in a letter to Voltaire in 1741, 

that men are “simply a herd of deer in the park of a great noble, 

which has no other function than to people and fill the enclosure.’” 

Cameralists and mercantilists will, no doubt, continue their patriotic 

demand for an undiminished birth-rate, but among the thinking 

people the demand will fall on deafer ears than ever before. What 
woman with real sense of moral responsibility, it will be asked, can 

consent to bear and rear children to be fed into the insatiable 
armies of some future senseless war? What man who has been 

through the hell of these war years will not pause before he wishes 

to be the father of boys who must in their turn, in all likelihood, 

go through what he has gone through, and worse ? 

* Stangeland, Pre-Malthusian Doctrines of Population, p. 131. 
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Is it too much to hope that some such thoughts will come to 

the thinking middle classes? But from the masses of stolid and 
unthinking peasantry what are we to hope? Will their thought- 

lessness, their brutality, have been reduced by war? Hardly, 

unless—and here is the deciding factor—unless the women who 

have tasted economic freedom and who at the same time have seen 

the male population, the fruit of their wombs, decimated shall have 

gained a new vision and a determination to be something more than 

passive mothers, accepting whatever fate authority may impose 
upon them and their children. If the women have, perchance, in 

the great shock of conflict, of work, of suffering, come to a glimmer 

of the light of real ethical responsibility, their moral force may join 
with their self-interest, and the fertility rate be kept down. 

A. B. WOLFE 
UNIVERSITY OF TEXAS 



RAILROAD CO-ORDINATION 

A PLAN TO STRENGTHEN RAILROAD CREDIT THROUGH 
SYSTEMATIC CORRELATION OF THE RAILWAYS 

UNDER GOVERNMENT SUPERVISION 

I. 

The problem of marking out a constructive national railroad 

policy centers in the question of maintaining railroad credit. The 

inadequacy of transportation facilities is clearly due to the lack of 

capital funds for investment in new terminals, new lines, and new 

equipment. Plans for dealing with the railroad question must 
therefore take into account, first of all, the inability of present rail- 

road net earnings to attract the capital required for maintaining 

efficient transportation. 
Three principal methods have been proposed for re-establishing 

railroad credit upon a satisfactory basis: first, a general advance in 
rates; second, a system of government guaranty of earnings; and 

third, government ownership. Supplementary measures have like- 
wise been suggested, such as the elimination of control by state 

commissions over railroad rates, administrative changes in the 
machinery of federal regulation, government supervision of the 

issue of railroad stocks and bonds, involving federal incorporation, 

and the legalizing of inter-railroad traffic agreements. 

This present attempt to construct a comprehensive plan for the 
reorganization of the railroads in their relations to the public and 

to each other is based upon the opinion that methods already pro- 

posed are either inadequate or inadvisable. A statement, there- 
fore, of the view taken concerning these methods should serve to 

make clear the premises upon which the plan for systematic corre- 

lation has been worked out. 
Under the present system of regulation political obstacles will 

probably not permit in the future such a general increase of rail- 

road rates as will be sufficient in itself to maintain railroad credit. 

This would seem especially to be true for the reason that a con- 

542 
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siderable advance in the level of rates will be required to offset 

wage increases. Furthermore, unless some constructive policy is 

established, rate advances would be based solely upon the principle 

of opportunism. It is not enough that advances should be secured 
after long delay has resulted in a condition of restricted railroad 

credit so severe as to have effected far-reaching injury to the trans- 
portation system. Nor, on the other hand, is it to be regarded as 

advisable to return to a high rate level merely on the basis of pres- 

sure from the roads. The Interstate Commerce Commission is too 
heavily burdened with the adjustment of rate and traffic contro- 

versies to have the additional task of dealing with general financial 
conditions. These should be intrusted to another responsible 
group of public agents, whose findings of fact shall be accepted by 

the Interstate Commerce Commission as the basis for general rate 

changes. 

Concerning government guaranty of earnings, the view is held 

that, before such a system is tried, very much ought to be done to 

strengthen railroad credit, independently of financial assistance 

from the government. If the government should be called upon 
to give financial aid, under its guaranty it would acquire liens upon 

the railroad property, which, long continued, would lead to govern- 
ment ownership. Thus the roads could not avail themselves of the 

guaranty and retain their financial independence. Moreover, if 

the purpose of the guaranty system were to compel the government 

to bring special pressure upon the Interstate Commerce Commis- 

sion for rate advances whenever decreased railroad earnings made 

necessary a call upon the government under its agreement, deficit 

financing would be established as the basis of railroad credit. No 

vigorous or progressive organization could be built upon such a 

foundation. The fluctuations in the financial needs of the roads 

and in the market rate of interest upon new capital flotations 
would not be recognized in establishing a fixed rate of guaranteed 

return. So long as earnings were in excess of this minimum guar- 

anteed rate, it would be practically impossible to secure any rate 

advances, however justifiable. 

As for government ownership, no discussion is here attempted. 

The plan presented is based upon the supposition that government 
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ownership is inadvisable, particularly because of the likelihood of 
confusion between government and railroad finance and the admin- 

istrative dangers that would be involved in having the railroads run 
by government employees. 

The proposed plan of railroad co-operation contemplates the 
abandonment of the application of the Sherman law to railroads. 

It could be established, therefore, only through comprehensive 

legislation, such as is here outlined, superseding the existing anti- 
trust laws. 

II. MAIN FEATURES OF PROPOSED PLAN FOR RAILROAD 

CO-ORDINATION 

The necessity for common action in the various branches of 
railroad direction and operation has led to the establishment of a 

large number of committees and associations for unifying matters 
of policy and for solving questions that affect all the roads. These 

committees are advisory in character, but their work is of material 

interest to the public from the standpoint of the efficiency of the 
transportation system. Such bodies are: the Railway Executives’ 

Advisory Committee, the Association of American Railway Ac- 
countants, the Car Service Commission of the American Railway 

Association, the American Railway Engineering Association, and 

similar societies and committees, temporary and permanent, cover- 

ing every phase of railroad operation, including law, traffic, finance, 

engineering, and accounting. Would it not be advisable, in order 

to correlate the work of all these organizations, to bring them into 

legal and governmental recognition, and to give them carefully 

defined powers of executive action ? 

By way of example, those who are responsible for the financial 
success of the railroads condemn the unsound financial practices of 

certain roads. The effect of these practices upon the minds of the 
investing public they recognize as hurtful to the marketing of rail- 

road securities; yet they are powerless to prevent the continuance 
of them. Would it not be wise to give this advisory committee of 

railway executives, or some similar body, power to control the 

rules of finance for the transportation system of the country under 
the proper supervision of a governmental board ? 
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The problem of utilizing railway equipment most effectively, 

upon which the Car Service Commission is engaged, has likewise 

been rendered exceedingly difficult of solution because that com- 

mission does not have the power to enforce its findings. In the 

whole field of transportation there are similar features which could 
be advantageously brought under central control without incurring 

the dangers of centralized management for all matters. 

To effect railroad co-ordination of this character the following 
measures are proposed: 

1. Compulsory federal incorporation of all interstate railroads. 
2. Establishment of a general railroad organization embracing 

the agencies of central control and furnished with corporate powers 
for issuing securities, holding property, etc. 

3. Creation of an executive board composed of railroad men to 

direct the central organization. 
4. Appointment of a finance committee to manage central finan- 

cing and to supervise the finances of the railroads of the country. 
5. Division of the central organization into departments for 

carrying on the various branches of work, these departments to 

engage men of the highest ability and to be under the direction of 
the executive board. 

6. Establishment of a federal railway board—a governmental 

body other than the Interstate Commerce Commission to which the 
executive board of railroad men and the finance committee shall 

be responsible and through which the government shall bear its 

share of responsibility for developing and maintaining efficient 
transportation. 

7. Transference of the rate-regulating powers of the states to 

federal regional commissions, appeals to be made to the Interstate 
Commerce Commission on bills of exceptions. 

8. Development of financial machinery to secure new capital 
on the basis of the increase in railroad credit resulting from the 

co-ordination of the railroads and the co-operation of the govern- 

ment in the work of maintaining railroad financial strength." 

* The first six of these points are taken up in detail in section ITI and the eighth 

in sections IV and V. The changes suggested under the seventh point have been 

fully discussed in the press, before the Joint Congressional Committee on Interstate 

Commerce, and elsewhere, and do not require additional treatment here. 
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Railroad co-ordination on this plan would not involve an over- 

turning of the present transportation organization, but would 
supplement it by an authorized general organization governing 

general policies. It is a system which would in the least degree 
change the present one, being in large part a recognition of existing 
agencies of centralization. 

The danger of developing too centralized a system of govern- 

mental supervision would be avoided by the creation of the federal 
regional commissions. Local considerations and interests would 

thus be given due weight, but the conflicts and discriminations 

arising under the present dual system of federal and state contro] 

would be eliminated. 

The danger, involved in centralized private control, of creating 

a colossal, irresponsible, railroad trust would be obviated by placing 

upon the agents of such private ownership definite and substantial 

responsibility of a public nature. The development of too huge 
and unwieldy an industrial machine would be prevented by the 
retention of the present operating units. 

The underlying principle, then, of the plan proposed for securing 
effective railroad correlation is to increase the centralization of 
both government and private control, leaving to each its proper 
work: to the government, general supervision; to the agencies of 

private control, actual management and operation. Responsi- 
bility for the maintenance of railroad credit would be added to the 

government’s power over railroad earnings; and private power over 
railroad finances would be made definitely responsible to the govern- 

ment and to the public for upholding honest administration, sound 

finance, and efficient operation. Government supervision and pri- 

vate management would be brought into co-operation and would 

bear common responsibilities, though each would be restricted to 
its own true function. This constitutes true railway nationaliza- 

tion. 

Ill. ORGANIZATION 

The consolidated powers for general administration once deter- 

mined upon, whether broad or narrow in scope, should be intrusted 

to a definite and responsible organization. The chief features of 
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a practical form for such an organization are here presented to sug- 

gest how the proposed plan could be put into operation. It goes 
without saying that the details given are merely tentative and would 
doubtless have to be greatly modified in the practical working out 

of the system. 

1. The first requirement, as indicated on p. 545, is that there 
should be compulsory federal incorporation for all interstate rail- 

roads. This is a necessary preliminary, not only for creating the 

central organization, but also for simplifying the federal regulation 
of rates and securities. Provision should be made for mergers, 

consolidations, and changes in ownership either before, or subse- 

quent to, federal incorporation and under the supervision of a 

federal railway board later to be mentioned. 

2. After federal charters have been granted, a general corpora- 

tion should be created for the purpose of giving the agencies of 
central administration definite legal embodiment, and of making 

possible the issuance of certain special types of securities by the 

nationalized railroad system. Such a corporation may, for con- 

venience, be called the United States Railways’ Corporation. 
3. The executive power should be placed in a board of experi- 

enced railway managers, and logically would be best developed out 

of the existing Railway Executives’ Advisory Committee. A prac- 

ticable organization would be to have the executive board consist 

of fifteen members, serving five years and chosen by the railroads 

in elections conducted by the federal railway board. The ballot for 

each road would be cast by its secretary. The apportionment of 

representation upon this executive board should be worked out 
with care, due provision being made for members from short-line 

systems. This might be accomplished by having one member for 

about every 17,500 miles of line, and by assigning one vote for every 

2,500 miles. A road approximating this mileage would be entitled 

toa vote. No mileage could be counted twice, and no company or 

companies comprising a single system would be permitted to split 

their votes, except when entitled to more than seven votes. In 
such cases the seven votes would be cast for one man, and those in 

excess of seven, for another. Shorter roads could secure votes by 
combining their mileages, but fractional amounts above 2,500 miles 
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could not be so combined. The fifteen men securing the highest 

number of votes would be declared elected. Members would be 

eligible for re-election. With few exceptions, only railroad presi- 
dents should be selected for the executive board. 

An active executive committee of the board should be composed 

of five men, one retiring annually. This committee should be 

chosen by the executive board with the approval of the federal 
railway board. 

4. It would be desirable to have a general finance committee 

under the executive committee to handle technical questions relat- 
ing to the marketing of new capital issues. This committee should 

consist of five members, three of whom should be bankers rather 

than railroad men, the other two being drawn from the executive 

board. The members of this committee should be selected by the 

federal railway board. 
The duties would include giving professional advice as to when 

new securities should be sold and as to the type of those securities, 

establishing principles of sound finance for the railroads of the 
country to follow, and bearing a large measure of responsibility for 
maintaining railroad credit, especially in the matter of the propor- 

tion of bonded indebtedness to the equity in the property. The 

finance committee should consult with the engineers investigating 

the probable future requirements of commerce and should study 

the question of making provision for those requirements. The 
general financial responsibility borne by the executive board of the 

railways’ corporation and the federal railway board would thus 
devolve in its technical phases upon this finance committee. 

5. The functions of the United States Railways’ Corporation in 

addition to the work of the executive board and finance committee 
may be assigned to four departments, as follows: 

a) Department of equipment-supply and terminal operation: 
One of the chief purposes of a central railway organization would 

be to provide sufficient equipment for carrying the heaviest volume 
of traffic that can be foreseen. Under the present system individual 

roads cannot be expected to take as large a view of the car-supply 

question as a central agency would take, and owing to a declining 

scale of rates and to competition between the roads in the invest- 
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ment market, the companies have not been able, acting separately, 

to accumulate sufficient car reserves. Cars are to the transporta- 

tion of commodities what currency is to the transference of values, 
and just as decentralized responsibility was unable to overcome the 

difficulties in the way of securing a flexible currency, so it may be 

reasonably argued that only a central responsibility can overcome 

the difficulties in the way of securing an adequate reserve car 
supply. 

This reserve supply, then, would be handled by the first depart- 

ment. As pressure of commerce increased, the reserve would be 

drawn upon and distributed to the points of heavy demand. For 
a road to have the privilege of drawing upon the car reserve it would 
be required to keep the amount and the condition of its own equip- 

ment up to standard, just as banks must have their loans in good 

condition if they are to avail themselves of the facilities for credit 
expansion under the federal reserve system. 

A further duty of this department would be to introduce more 
efficient methods into the current and normal handling of equip- 

ment. Great savings may be made where traffic now moves by a 

long, roundabout route instead of by the short, direct one, and 

where it is forced through congested terminals instead of being 

diverted around such points. This will require the adoption of 

equipment-pooling in some degree. It is believed that the proper 
basis for just pooling arrangements would be to consider any traffic 

moving by an uneconomical route as a temporary vested interest of 

the road now handling that traffic. This vested interest should be 
recognized by paying the road from which the traffic is diverted a 

gradually declining percentage of the revenue received on that 
business over and above the estimated cost of transportation via 

the new route. The percentage should be a declining one for the 

reason that no vested interest based upon uneconomic methods 
ought to be permanent. 

Finally, it would devolve upon the first department to operate 
terminals constructed or taken over by the United States Railways’ 

Corporation. 
b) Department of standards and methods: The second depart- 

ment would be responsible for establishing standards and methods 
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to secure the most efficient railway operation. It would embrace 

the present associations of yardmasters, master-mechanics, main- 
tenance engineers, car accountants, statisticians, etc. The work 

of the department could be expanded advantageously by the estab- 
lishment of central laboratories and experiment plants. In its 

relation to the operating departments of the various roads cus- 
tomary principles of staff organization would govern. 

c) Department of traffic, projection, and safety engineering: 

The third department would consist of engineers engaged in study- 
ing the questions of how to promote more efficient handling of 

traffic, where new terminals should be built, how existing terminals 

should be reconstructed, where new lines should be laid out, branch 
lines extended, and by what methods safety in transportation could 

be increased. This department therefore should be made up of 
engineers of the very greatest ability. It should be their whole 

aim to develop a perfectly co-ordinated national railway system. 

d) Department of construction and maintenance: This depart- 

ment would have charge of construction work outlined by the 
projection engineers, determined upon by the executive board in 

conjunction with the finance committee, and approved by the 

federal railway board. It would likewise be the duty of this de- 
partment to maintain all properties operated by the railways’ 

corporation. 

The chiefs and other officers and employees of the four depart- 

ments would be selected by the executive board and would receive 

compensation from the railways’ corporation. 
6. Over this entire organization a federal railway board would 

have general power of supervision and control. This board would 

be the agent of the government in bearing the responsibility from 

the governmental side for the maintenance of railroad credit, for 

providing for the future needs of commerce, and for developing a 

scientifically co-ordinated and efficiently operated national railroad 
system. This board would have the duty of approving all railroad 

issues, whether of stocks, bonds, or notes, and of eliminating illegal, 

unsound, and unethical financial practices. Its approval would be 

required for the building of any new line or terminal, thus eliminat- 
ing wasteful building of parallel routes and unsystematic terminals. 
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The executive board of the corporation would be responsible to the 

federal railway board. The federal board should have the power 
to attend any executive or departmental meetings and to hold 

sessions of its own upon any questions which it deemed important. 
Petitions from sections of the country ill-provided with railroad 

facilities should be presented to the federal board. Furthermore, 

as this board would be responsible from the governmental side for 

maintaining railroad credit, it would be directly concerned with the 

adequacy of rates. Representations made by it to the Interstate 
Commerce Commission for rate advances would bear the very 

greatest weight. The public would feel assured that the rate 

advance was necessary; the Interstate Commerce Commission 

would be relieved of investigating the facts as to the general finan- 

cial requirements of the railroads; and the railroads could be 
assured of the necessary rate advances before the destructive 

influence of inadequate earnings should block the channels of trade. 

Both opportunism as a public policy and irresponsibility as a pre- 

rogative of private financial power would be eliminated, and there 

would be substituted therefor efficient, constructive co-operation 

between the agents of private and governmental control. 

The constitution of the federal railway board should be closely 

analogous to that of the Federal Reserve Board: it should consist 
of seven members, of whom six should be appointed by the Presi- 

dent with the consent of the Senate, to serve ten years, and should 

not be residents of the same sections of the country. All should 

give their entire time to the business of the board and should re- 

ceive salaries from the government. One of these members should 

be drawn from the Interstate Commerce Commission, two should 

be experienced in banking and finance, three should be experienced 

railroad men, the seventh member should be a governmental 
official, either the Secretary of Commerce, ex officio, or the incum- 

bent of a newly created secretaryship of transportation. This 

board would in turn appoint the members of the finance committee, 

conduct the election of the members of the executive board, and 

approve the appointments to the executive committee of five. 

In case of war or threat of war legislation should provide for an 

extension of the powers of the federal railway board, either upon 
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the motion of the board itself with the approval of the President 
or at the direction of the President. These powers should include 

the actual direction of train movement so far as necessary, and also 

the right to inaugurate a system of government guaranty of rail- 

road earnings during such time. Since this guaranty would be 
solely for war purposes, any expenditure by the government there- 

under would be a military expense, and hence it should acquire no 
lien upon the railroad property. The federal railway board would 

thus become the direct agent of the government for mobilizing the 
transportation machinery of the country in the national defense. 
In this connection it may be pointed out that the national banking 

system was established in time of war and for war purposes, but 

was designed also to serve the credit needs of the country in times 

of peace. It is believed that, similarly, the thoroughgoing co- 

ordination of the railroads, while imperative because of the critical 

times the nation is passing through, is likewise essential to the work 

of economic reconstruction after the cessation of war.' 

IV. THE RESERVE OF EQUITY 

Creation of new equity in the railroad property is the funda- 
mental requirement for strengthening railroad credit, since new 

funds for additions and betterments must, under sound financial 

management, be raised largely upon the basis of proprietary claims 
to equity in the property. 

The organization of a railways’ corporation along the lines sug- 

gested would strengthen railroad credit by increasing the equity 

in the property. The very act of aggregating a number of units, 

each with its own credit, will produce a total credit greater than 

the sum of the unit credits separately considered. A bank gathers 

the credit of the community together, buys it in the form of com- 

mercial paper, and produces a result greater than the sum of its 

purchases. Likewise, in the consolidation of industrial or railroad 

tThe emergency of war has called forth a policy of central railroad control 
which, so far as actual railroad operation is concerned, is similar to the plan 

presented here. Special attention is therefore directed to the financial machinery 

suggested in section V for making possible the continuance of co-ordinated manage- 

ment upon the basis of its proven efficiency. 
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companies, the resulting merger has a credit greater than that of 
the constituent parts. 

In the case of a United States Railways’ Corporation this effect 

would arise from the confidence of the investing public that the 

organization, with its staff experts, would be able to introduce 
economies and to bring about the universal application of the 

soundest principles of finance and the highest standards of mainte- 
nance and operation. The prevention of the misuse of railroad 

credit, the pooling of railroad equipment, its mobilization at the 
points of greatest demand, the utilization of car shops to rush 
through equipment repairs, whether upon the property of one road 
or of another, the routing of freight by the shortest or least con- 

gested roads rather than by roundabout lines or through crowded 

terminals—it is in such direct ways as these that railroad net earn- 
ings would be increased even without rate advances, and a central 

reserve of equity and financing power would be built up. The 
indirect or cumulative effect would be still more important, for 
such increased financing power could be drawn upon to strengthen 

the transportation system at its weakest points, to finance the most 

needed extensions and improvements, and to inaugurate thereby 
greater efficiency of operation. Nothing can so increase financial 
stability as the prudent use of financial resources. This is the 

broad, constructive, and vital influence that the creation of the 

United States Railways’ Corporation would exert, and it is in this 

respect that such a plan appears to be superior to the opportunis- 

tic method of rate advances, the dangerous experiment of govern- 
ment ownership, or the inadequate plans of government guaranty 
of earnings and an improved system of governmental rate regulation. 

One practical feature alone justifies a careful consideration of 

the merits of establishing central railroad control, and that is the 
great benefit that would be derived from the general application of 

electrical power to transportation. This can be accomplished only 

if the capital strength of the roads is equal to the task. 

V. FINANCIAL MACHINERY 

Upon the character of the financial machinery provided would 

depend the practicability of a plan for establishing a central railway 
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organization of such a type as to preserve the advantages of 
separate companies, each stimulated to successful management by 
the pressure of private interest. 

In supplementing the credit of the individual companies by 

central financing power, the financial responsibility of the separate 
units must not be sacrificed. This may be accomplished by pooling 

a part, but not all, of the net earnings of the railroads. Some of 

the earnings would have to be deposited in a single reservoir so as to 
make possible the linking of the new financial strength of the cen- 
tral organization with the old financial strength of the existing com- 

panies. Securities based upon new or anticipated earnings could 
thus be issued, identical in their essential character with securities 

representing present earning power. Only in this way could the 

newly created equity be utilized in the attraction of capital. But 
the incentive to the maintenance of efficient organization in the 

individual roads must be preserved by having the earnings above 

a certain amount directly controlled by the individual company, 
and payable (subject to sound principles of finance) to the stock- 
holders of that company. 

These two ends—the establishment of central financing power 

and the continuation of the existing responsible financial units— 
could be accomplished in the following manner: The average annual 

dividends paid by each railroad company for a specified number of 
years past would be determined to establish the basis for dividend 
payment through the railways’ corporation. This average would 

be altered to conform to special circumstances. If higher dividends 

than the calculated arithmetical average have been paid by the 
company in recent years, this fact may be recognized by producing 

an average in which the dividends for these recent years shall be 

weighted, provided they have been justified. If a policy of paying 
small dividends, notwithstanding large earnings, has been followed, 

such a policy, as hereafter to be shown, would not prejudice the 
interests of the stockholders. In case the earning power of a 

company is clearly insufficient to pay the calculated average divi- 

dends, an equity readjustment should be made prior to the asso- 

ciation of the company with the railways’ corporation, reducing the 
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calculated average of dividends to an amount that could, in accord- 
ance with sound finance, actuaily be paid. 

Stock certificates of the United States Railways’ Corporation 
with a par value of one hundred dollars, and certificates of fractional 

par value as might be necessary, would be issued to the stock- 

holders of the present companies in such amount that each stock- 

holder would receive, upon the declaration of a 6 per cent dividend, 
his share of the total amount of dividends established for his com- 
pany by the method outlined. The 6 per cent rate would be known 

as the “basic-dividend rate’; but the rate of dividends declared 

at any time would be subject to the decision of the executive board 
in conjunction with the federal railway board. 

The present stockholders of the several companies would be 

recognized as the owners of the entire equity in the property of 
their respective companies. New stockholders would be admitted 
to the privileges possessed by the old. In addition to the certificate 

of the United States Railways’ Corporation, each stockholder 
would receive an instrument certifying that he held a certain share 
of the proprietary interest in the property of the present company, 

and this proprietary certificate would also carry with it the right 

of voting for the directors and upon other matters in accordance 

with the by-laws of the individual corporation. These proprietary 

certificates should be without par value. They would give to the 
holders the right to receive dividends declared by the directors of 

the individual corporation out of earnings, in excess of operating 

and general expenses, taxes, rentals, interest, maintenance and 

depreciation, surplus requirements, and the amount payable to the 

United States Railways’ Corporation for expenses, dividends, and 
surplus. 

Each of the separate companies would be required to pay to 
the treasurer of the railways’ corporation such an amount as would 

enable the corporation to meet its expenses and to distribute divi- 
dends upon its stock at the rate determined on for the year or 
quarter. Above such amount the earnings of the individual 
companies should be divided, 50 per cent being retained by the 
company itself, and 50 per cent being turned over to the railways’ 
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corporation, until an amount equal to 3 per cent on the United States 

Railways’ Corporation stock (or such other rate as determined by 
the executive board and federal railway board) had been assigned 
to the railways’ corporation, and the division would then cease. 

Out of the corporation’s share there should first be taken a sum 

sufficient to make up the deficits for companies not returning the 
amount required of them. The remainder should not be paid out 

in dividends, but should be devoted solely to the legitimate uses 
of a surplus, such as building up contingent liability funds, working 

capital, or making improvements, additions, and betterments upon 

the property. The individual companies should similarly be 

required to build up surpluses before paying extra dividends to 
their proprietors. 

If a company is unable to pay the amount required of it by the 
railways’ corporation, the obligation should be cumulative; that is 

to say, the deficit would have to be met before any surplus division 

took place. If after a reasonable length of time such company is 
unable to pay off its deficit, the holdings of the proprietors of that 
company in the stock of the railways’ corporation should be reduced 

sufficiently to enable the company to pay out of its earnings the 

amount required of it by the central corporation, as based upon the 

reduced stock holdings. 

No roads now undergoing reorganization should be admitted 
to association with the railways’ corporation until the work of 

reorganization should have been completed. After a fair estimate 

is made of the dividend-paying power of the road, temporary cer- 
tificates would be given to the stockholders, exchangeable for the 

United States Railways’ Corporation stock as soon as the dividend- 

paying power is demonstrated. Additional claims upon future 
earnings could be represented by adjustment stock also exchange- 
able for the railways’ corporation stock progressively as the stable 

earning power of the road increases. 

The railways’ corporation should have the right to issue new 

stock from time to time based upon investment projects which 
would clearly, under conservative estimate, enable it to earn the 

dividend rate with proper surplus, or based upon improvements 
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in methods of operation such as would enable the amounts paid by 
the individual companies to the central organization to be increased. 

There would thus be the following major classes of stock: first, 

United States Railways’ Corporation stock, Class A, based upon 

existing earning power of the individual companies; secondly, 

United States Railways’ Corporation stock, Class B, based upon 

anticipated earnings due to the installation of more efficient 

methods, or the construction of new property, and convertible 
into Class A stock as its dividend-paying power is proved stable; 

thirdly, proprietary certificates of the individual companies, 

entitling the holders to extra dividends when declared by the com- 

pany after proper provision for surplus and upon approval by the 
federal railway board. The proprietary certificates would carry 

the claim to the equity in the property in case of dissolution and 
would likewise carry the voting right. 

It is believed that in this way great flexibility would be provided 

for in the treatment of the equity of each road. Any decrease 
would be met by a reduction in the holdings of corporation stock, 
and any increase, accomplished through conservative management 

or otherwise, would be reflected in an increase in the value of the 

proprietary certificates, or company stock. 

The funds raised by the United States Railways’ Corporation, 
whether through the accumulation of surplus or through the flota- 

tion of new capital issues, would be disbursed in one of three prin- 

cipal ways: 

First, directly to existing companies for improvements, exten- 
sions, and new equipment. In such instances the funds of the 
tailways’ corporation should be used only in case the increased 
earnings of the individual road by virtue of the improvements 
would clearly pay a good return upon the capital invested. Any 

capital requirements above such amount should be provided out 

of the surplus of the individual company or by means of its own 

capital issues. With this arrangement the dividends on the 
increased stock of the general organization would be met through 

an increase in the contribution of the individual company to the 

general-earnings account. The improvements would belong to the 
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road upon which they were made and would be included under 
mortgages containing “after acquired”’ clauses. 

Second, to subordinate companies, organized for the operation 

of new terminal projects or line connections. The subsidiary cor- 

poration would own the property thus created and would meet its 
obligations to the railways’ corporation out of its share of freight 

charges on the business handled. Likewise, special payments from 

railroad companies to which the terminal or line connection was of 

particular benefit would be justified, and also a general distibution 

of a part of the burden over the whole transportation system in 

proportion as the general efficiency and earning power of the whole 
system might be promoted. 

Third, for property to be directly owned by the United States 

Railways’ Corporation. This would be the wisest policy to adopt 
for the reserve supply of cars, central repair shops, and construction 

plants. Such property would be under the direction of the first 
department, and the interest or dividends upon the capital required 
would be met out of rentals collected from companies using the 

reserve equipment, and by means of a distribution over all the 
railroads of a share of the financial burden. Such a measure would 

be justified by the insurance which the reserve equipment would 
offer against shortage in time of heavy traffic pressure. 

The general advantages of this financial machinery would be: 

(a) the preservation of the incentive for efficient management on 
the part of the individual companies, while at the same time 

empowering the central organization to finance the general require- 
ments of the railroads, considered nationally; (6) the recognition 

of sound and progressive railroad management by offering a free 
channel for equity, from whatever source it may arise, to express 

itself in the value of the proprietary certificates, such certificates 

drawing dividends in accordance with the company’s earnings and 
the policy of its management; and (c) the development of means 

for raising capital upon the new credit created through systematic 

railroad co-ordination. 
This would be the logical treatment for the equity in the rail- 

road property. With regard to the creditors’ interest, there would 

be no need for disturbing existing mortgages, except in such cases 
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of recent occurrence as might prove to have involved fraudulent 

or unsound transference of value. Other than this, all creditor 

instruments would remain precisely as at present. The issuance 

of bonds by the individual companies or by the railways’ corpora- 
tion would follow the usual procedure. 

VI. SUMMARY OF ADVANTAGES 

The essential principles of a constructive national railroad policy 
may be stated as follows: 

1. The friction, discriminations, and conflicts of authority in 

the present system of governmental regulation must be eliminated. 
Governmental control must be simplified, and the requirements that 
are laid upon the railroads must be uniform and standardized 

throughout the whole country. 

2. Of equal importance is the elimination of friction and con- 

flicts among the railroads themselves. This can be accomplished 
only by a thoroughgoing co-ordination of the railroads, not only 

in their terminal and line connections, but also in equipment, opera- 
tion, and financial management. 

3. Another essential element of a national railroad policy is the 

concentration of managerial ability and responsibility to the public 
inthesame men. This can best be done by placing upon the agents 
of private ownership a larger measure of authorized public respon- 
sibility than they bear at present. 

4. Further, any changes that are made must be made strictly 

upon the basis of the existing organizations. Nationalization may 

be accomplished without sacrificing in any degree the advantages 
of private ownership. 

5. Finally, flexibility and freedom of action must be preserved 

in the organization to enable the executive power to meet changing 

conditions and to adopt constructive measures in providing for the 
future needs of trade. 

The responsible administrative centralization of the railways 
in the form of a United States Railways’ Corporation would embody 

these principles. Private interest in sound and flexible railway 
management under the present companies would be preserved, a 

superorganization for the general direction of the railroads would 
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be created, and there would be built up a central reserve of railway 
equity and financing power. This would assist in solving the prob- 
lem of securing adequate facilities. All the interests of the stock- 
holders and creditors would be safeguarded, the premature building 

of parallel routes would be rendered impossible, and the rights of 

communities that have suffered from unsound railroad financing 
would be recognized as equal to the rights of similarly situated com- 

munities that have prospered with the aid of providently managed 
railroads. The effective correlation of railroad administration 

would take into account the fact that the railway net is essen- 
tially a single system, clearing through the same terminals, drawing 

upon the same investing public, utilizing the same equipment, and 
having a claim upon the best methods of operation to raise the 
standards of efficiency and service. Railroad co-ordination would, 

above all, protect the right of the public to have in the transporta- 
tion system a national instrument adequate to the needs of com- 

merce. 
A. V. ARRAGON 

Iowa STATE COLLEGE 



AUTOMOBILE INSURANCE RATES 

In a discussion of the methods of automobile insurance rate- 
making it is essential to keep in mind that the measurement of risk 

in every branch of insurance has approached its present status by a 

series of improvements and that modern methods in personal and 
property insurance are a result of this progress. There is conse- 

quently no anomaly in the fact that in automobile insurance, one of 
the youngest branches of the business, a satisfactory system of rate- 

making still awaits development. The automobile was of com- 

paratively slight importance prior to 1900; in the census of 1899 

its manufacture was reported only as a part of the wagon and car- 

riage industry." Motor-car insurance was introduced in this coun- 
try in the same year. In the early years of the business, further- 

more, co-operation was rendered impossible by the competitive 

practices of many companies. Promiscuous rate-cutting was a 
prominent and disturbing feature of the business, and it was not 

until 1910 that the predecessor of the present association for rating 
liability and property damage risks was formed. Associated action 

as regards fire and theft rates appears to have been initiated only 
one year earlier.’ 

I. TWO FORMS OF AUTOMOBILE INSURANCE 

Two practically distinct types of automobile insurance are 

written in the United States, one by casualty companies and the 
other by fire and marine insurance companies. The casualty com- 

panies issue “liability’’ policies, which indemnify the insured for 

his legal liability to others for their personal injuries; “property 
damage” policies, covering his liability for damage to the property 
of others; and “‘collision’’ insurance, compensating for any damage 
to the cars of the insured asa result of collision. The fire and marine 
companies’ policies protect the insured against losses from fires, 

t United States Census, 1910, Vol. X. 

2 Investigations by the New York Insurance Department of the Automobile Under- 
writers’ Conference and the Workmen’s Compensation Service Bureau, 1911 and 1913. 
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explosion, lightning, land and marine transportation perils, and 

theft or robbery. Property damage and collision insurance are 

written by both types of companies, with most of the former busi- 

ness going to the liability companies and most of the latter to the 

fire companies. The collision insurance contract usually consists 

of an endorsement upon a liability or fire and theft policy. Com- 
plete automobile coverage in a single policy is made possible by 
the co-operation of companies. 

II. ASSOCIATIONS EMPLOYED IN RATE-MAKING 

The rates for liability and property damage insurance are now 

made by the National Workmen’s Compensation Service Bureau, 

organized in 1910. Prior to this date they were made by the Lia- 

bility Conference and by companies independently. The National 

Workmen’s Compensation Service Bureau is an agency for the pro- 

mulgation of all liability and compensation rates, a portion of its 

attention being devoted to the automobile business. Its statisti- 

cians collect and prepare the data for rate-making, and their con- 
clusions are submitted to an ‘“‘Automobile Committee.”” While no 

absolutely accurate statistics exist, it is probably a tolerably correct 
estimate that 85 per cent of the liability business is done by com- 
panies which adhere to Bureau rates. 

For the purpose of rate-making the country is divided into 

eleven sections as follows: (1) Greater New York territory; 

(2) Chicago and St. Louis territory; (3) Boston territory; (4) Phila- 
delphia territory; (5) Providence; (6) Baltimore, District of 

Columbia, and Pittsburgh; (7) Detroit, Indianapolis, and Mil- 

waukee; (8) St. Paul and Minneapolis; (9) the states of Alabama, 

Kentucky, and Tennessee; (10) Arkansas, portions of various other 

states, and certain cities; and (11) Arizona and other states. 

Other automobile insurance rates, including those for collision, 

fire, theft, and transportation coverage, are made by the associa- 

tions affiliated with the National Automobile Underwriters’ Con- 
ference. The jurisdictions of these sectional conferences are shown 

on the accompanying map (Fig. 1). The committee in charge of 

rates is composed of representatives from the sectional associa- 

tions. This enables an adjustment to local conditions, which 
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competition has rendered of prime necessity in the past, but which 
is detrimental to uniformity. 

III. LIABILITY, PROPERTY DAMAGE, AND COLLISION RATES 

Automobiles have been divided for purposes of rate-making into 

four groups: private pleasure cars, public vehicles, commercial 
motors, and manufacturers’ and dealers’ cars. The term “private 
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pleasure car’’ is not exact, since it has been found advisable to 

include in this group cars used for professional and other work—for 

example, doctors’ motors. Public motor cars include livery vehicles, 
taxicabs, sightseeing cars, and cars of the private pleasure type con- 
stantly or occasionally used for livery purposes or rented. Com- 
mercial vehicles are those used for the transportation of goods or 
merchandise—another definition which has been difficult of inter- 

pretation. Manufacturers’ and dealers’ cars comprise those driven 

primarily for demonstrating or testing purposes from factories, 
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sales agencies, garages, and stations. A distinction is also made 
between gasoline- and electric-driven cars. Space does not permit 

of a description of the rating methods employed for each of these 

classes of vehicles, and attention is confined to private pleasure 

cars because of their greater number, wider distribution of owner- 

ship, and consequent greater importance in rating problems." 

A. LIABILITY AND PROPERTY DAMAGE RATES 

These forms of insurance have had common bases for rate- 

making and may be considered together. The factors which were 

assumed to be of consequence in the establishment of rates and 

capable of measurement are (1) motive power, (2) the territory in 
which the car is used, and (3) horse-power. 

1. Motive power.—Electric vehicles have always enjoyed lower 

rates than gasoline cars and no distinction in rates on the former 

has been made because of horse-power, premiums being charged on 

a straight per-car basis. There seems to be no reason to criticize 

this discrimination between gasoline and electric cars or the per-car 

method of rating the electric type. Electric cars are usually capa- 

ble of only a very ordinary rate of speed, are generally more con- 

servatively driven, and are used extensively for social purposes. 
The probability of frequent and severe accidents therefore is con- 

siderably lower than for the gasoline-driven type. Table I gives a 

TABLE I 

Pusiic LIABILITy Property DAMAGE 
INSURANCE | INSURANCE 

Gasoline Electric Gasoline | Electric 

$22.50 
66 

86. 

comparison of the range of rates on gasoline and electric vehicles in 

Chicago and St. Louis. Whether a correct premium ratio exists 

between these two classes of cars is an unanswerable question 

* For a popular description of rating methods for liability, property damage, and 

collision insurance on public, commercial, and manufacturers’ cars, see the author’s 

articles in Motor Age, March 23, 30, April 6, 1916. 
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because of lack of data. An appreciation of the statistical situa- 

tion with reference to gasoline cars will make apparent the diffi- 

culty of arriving at equitable rates on electrics, for these are far 
less numerous and yield a more limited exposure. 

2. Territory.—Rates have always been based upon the locality 
in which the car is principally used. The various rate territories 

have previously been indicated, and for the purpose of illustrating 

the influence of location on rates of premium a few jurisdictions will 

suffice. Table II shows the rates’ in different localities on a 40- 

horse-power gasoline car. Two principal considerations have 

TABLE II 

| 

Liability |Property Damage 

Greater New York........| $83 
Chicago and St. Louis.... 66 
Providence......... wal 54 
Boston Seca hea | 54. 
Philadelphia 46. 
Baltimore and P ittsburgh. 46. 
Arizona. ; 44 

$20.90 
16.65 oo 

17.25 
13.65 
16.65 
15.15 
11.20 

ooo 

NUMAN 

° 

mn 

brought about a territorial influence on rates: the great differences 

in traffic conditions in various cities and rural districts, affecting 

the probability of injury to persons and property, and in some 

instances the greater damages recoverable. 

3. Horse-power.—The third factor in liability and property 

damage rating is the insurable horse-power, computed by the 
formula of the Society of Automobile Engineers, the premium rate 

increasing with the insurable horse-power. The latter may differ 
considerably from the advertised or actual horse-power of the car. 

Chicago being used for illustration, Table III shows the liability 
and property damage rates rising with the horse-power of the car. 

B. CRITICISMS OF RATING METHODS 

Within recent years considerable criticism of the rate-making 

methods employed has developed, directed against all three of the 

* Rates change frequently, of course, and it is impossible to tell how long the 
illustrations used will be current. 
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fundamental factors upon which liability and property damage 
rates are based. 

TABLE III 

Liability Property Damage 

$22. $ 5.65 
8.65 

11.65 
14.15 
15.40 
16.65 
19.15 
21.65 

1. Motive power.—Because of their relatively small number 
little attention has been given to rates on electric cars, and the 

problem of differentiation in premiums between these and gasoline 

cars has never attained any prominence. The principal question 

is whether sufficient experience records are available to support the 
rates which have been promulgated. No one denies that the 
electric-motor rates should be less than those for gasoline cars, as 

shown in the figures cited, but the proper extent of difference is 
disputable. The rate schedules indicate that the electric-car rates 

are roughly about 25 per cent of those on 4o-horse-power gasoline 

cars in Greater New York. With the least attempt at refinement 

of analysis, however, the available statistics are inadequate, as far 

as can be ascertained; rates have in the past been made largely on 

the basis of underwriting judgment. 
2. Territory.—As stated, rates have varied in accordance with 

the locality in which the machine was principally used. Thus the 
recent public liability rate in Greater New York territory on a 

40-horse-power car was $17.00 higher than on the same car in 

Chicago, and the property damage rate in the former territory 

exceeded that in the latter by $4.25. It is undoubtedly true that 
by reason of traffic conditions the average hazard in New York is 

greater than in Chicago, but it may also be said that it is doubtful 
if the data available are of sufficient scope to determine the extent 
to which New York rates should exceed Chicago rates. The 

owner of an automobile in New York may admit that he should 
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pay a higher rate than the owner of a similar car in Chicago, but 

deny that he should be charged as much as $17.00 extra. ‘ Thus 
far the companies have not been in a position to refute his denial 

by the production of statistical proof of the relative extent of 

hazard in the two localities. In brief, the problem of fixing rates 

in insurance involves the statistical problem of accumulating suffi- 
cient experience to produce dependable averages. The present 

extent to which this has been accomplished may be judged by the 
fluctuations in Chicago rates; the public liability rate on a 4o- 
horse-power car appears to have been $86.00 in December, 1913, 

and to have successively declined to $73.50 in the early part of 
1915 and to $66.50 later in the same year.’ It is conceivable, but 

not probable, that this decrease is partly attributable to a reduc- 
tion in expense; the greater likelihood is that a considerable margin 

of safety was allowed during the infancy of the business and that 
later experience justified a decrease. 

The making of rates on the basis of the locality in which the 

car is supposed to be principally used has resulted in some very 
peculiar situations. There will be found instances of two persons 

living in close proximity on opposite sides of the imaginary line 
bounding a rate zone. One very fortunately lives just outside the 

higher-rate zone, while the other unfortunately lives just inside 
this zone. Asa concrete illustration an owner of a 30-horse-power 

car in Port Chester, New York, would pay $50.50 for public lia- 

bility insurance, while an owner fortunate enough to live at Green- 

wich, Connecticut, four or five miles farther from New York City 

than Port Chester, would obtain a rate of $37.25.2. Asa result of 
such a system of rate-making the owners of motor cars who found 
themselves just inside the higher rate-zone line have always been 

dissatisfied. Some allowance in rates is justifiable, nevertheless, 

for cars operated in suburban or rural territory, and, no matter 

where the imaginary zone boundary line is drawn, persons located 

just within it will strenuously complain. Some territorial grouping 

* See the rate schedules of 1913 and 1915 and the New York Journal of Commerce, 

August 18, 1915. 

2 Connecticut is said to have enjoyed at one time a rate even lower than the one 

quoted. 
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must continue to exist and individual injustices must be ignored 

so that substantial equity may be done. It would seem desirable, 

however, that some method be devised of reducing the extent of 
such discrimination. 

3. Horse-power.—Insurable horse-power as a factor influencing 

rates has probably received greater criticism than either the motive 

power or the territorial distinctions, and with less justification, 

The most powerful and, in fact, conclusive criticism, were it true, 

is that potential horse-power is valueless as an index of the proba- 
bility of injuring persons or damaging property because of the 

legal limitation of speed. Thus almost any private pleasure car 
can attain a speed of 30 miles per hour and greater speeds are 

almost universally prohibited by law, which, it is argued, places 
practically all cars upon an equal basis. Two methods of refuting 
this contention may be employed, however. In the first place, 

the mere existence of a law regulating speed is no assurance of 

its enforcement. Secondly, probably the most satisfactory statis- 
tics for automobile rate-making are those which justify the horse- 
power basis. The accompanying diagram’ (Fig. 2) gives a picture 

of the liability and property damage experience on groups of cars 

of varying horse-power; the regularity and correlation of the 

curves are to be noted, as well as the rising loss cost with the 

increase in horse-power. 

Another adverse criticism of the horse-power rating-basis is that 
high-power cars are usually also expensive cars and, as such, are on 

the average more carefully driven, among other reasons, because 

of the employment of professional chauffeurs. While there is 
some difference of opinion on this matter it is frankly admitted 

by those interested in automobile rates that it would be desirable 
to have some method of making allowance for competent operation, 

but the practical difficulties involved appear to be insuperable. A 

car is driven, not only by the chauffeur employed, but also by the 

owner, his family, relatives, and even friends. It is impossible to 
devise any satisfactory system of rating drivers, for, even assuming 

that a personal-rating system was operative, the insurance might 

* The figures from which these curves were constructed are purposely omitted, 
having been given confidentially. 
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be procured by one person and the driving performed by another, 

or fraud readily practiced by means of assumed names. 

Thirdly, it is indicated that a very important element is omitted 

from the bases for rates, namely, the distance the car is run. 
Assuredly, the greater the mileage covered by a car, the greater the 
possibility of accident, and the higher the rate should be. This is 

Experience by Horse-Power Groups 

Lia bility 

Froperty Dama ge 

Horsepower 16 25 34 43 

Fic. 2 

generally acknowledged as a correct contention, but affords another 
illustration of the practical difficulties encountered in automobile 
insurance rate-making. Instances of falsifying speedometer records 

as an assistance in tire claims are not unknown, and until a mechan- 

ism which cannot be tampered with or destroyed is invented the 
influence of mileage will remain incalculable. 

Lastly, it is to be noted that the insurable horse-power used as 
a basis for rating is derived from the formula of the Society of 
Automobile Engineers, which takes account only of bore and of 

number of cylinders. Because of differences in length of stroke and 
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type of motor this formula is far from being an accurate measure 

in every case of the actual power of an engine. Two illustrations 

will be sufficient to demonstrate this. The Ford $360 car and 
Hupmobile $1,185 car are both four-cylinder motors with a 33-inch 

bore and both have the same horse-power rating. The former, 

however, has a 4-inch stroke as compared with a 53-inch stroke for 

the latter. This fact necessarily makes some difference in actual 
horse-power. The manufacturers of the Hudson claim to have 

increased the power 80 per cent over the former engine without any 
increase in size in a car known as the “Super-six.”’ Both cars, 
however, have the same horse-power rating. 

C. COLLISION INSURANCE 

In collision insurance, which indemnifies for damage to a car by 

collision with other objects, the contract usually takes the form of 
a clause indorsed upon a liability or a fire and theft policy. Two 

types of indorsements are in use: the ‘Twenty-five Dollars Deduct- 
ible Coverage”’ and “‘Full Coverage” clauses. The latter places 
no limit upon the company’s liability, while under the former the 
insured must himself bear $25 of any loss. Because of the pre- 
dominance of small losses and questionable claims the “Full 

Coverage”’ contract is considerably more expensive. In the same 

collision premium class (A) full coverage costs $63 .00 as compared 

with $28.00 for deductible coverage. The former is thus almost 

prohibitive. 

1. Basis of rates.—Collision insurance rates on private pleasure 

cars are based upon the list price of the car. According to its list 
price the car is placed in one of a number of classes lettered from A 

to Z, the former representing the lowest list-price class. Rates 

for all territories are the same and for deductible coverage range 
from $28.00 to $200.00. This system presupposes that the 
extent of damage from collision is likely to vary with the expen- 

siveness of the car. For example, the scraping of the poor finish on 

the side of a cheap car would be negligible, while it would detract 

considerably from the value of a costly, highly finished machine. 

t Another variety exists similar in principle to the ‘‘memorandum”’ clause in 

marine insurance. 
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2. Criticism.—The principal criticism of the collision rate system 

is that the list-price basis causes the higher-priced cars to pay exces- 
sive rates. It is argued that these cars usually have their hazard 
considerably reduced by the fact that they are ordinarily better 
driven and have less hard usage. This brings up again the problem 

of rating drivers, with all its practical impossibilities. Another 

defect is that no consideration is given to the variation in the 
accident rate with different localities. 

IV. FIRE AND THEFT INSURANCE 

A. DEFINITION 

Insurance on motor cars written by fire and marine insurance 

companies provides indemnity for losses incurred from fire, explo- 
sion, lightning, land and marine transportation perils, and theft. 

Collision insurance is also furnished by these companies by the 
indorsement of a collision clause. 

B. RATE BASES 

1. Territory.—For purposes of rate-making the country is under 

the jurisdiction of a number of conferences which are members of 

the national conference. Their territories were previously shown. 
Largely because of local conditions, including competition and the 

failure to combine experience, the rates for the various conferences 
are not uniform. Thus on the same type of car the rate for “non- 

valued” fire, theft, and transportation coverage in Chicago is $3 . 50, 

on the Pacific Coast $2.25, and in Eastern and New England Con- 

ference territory $2.50 for each hundred dollars of insurance. The 

fire and theft rate on similar cars in Virginia is $3.00 and in other 

Southern territory $3.25. Texas and Mississippi are virtually 

exempt from Conference authority because of the existence of anti- 
compact legislation. 

2. List price.—Cars are grouped according to list price in lettered 
classes, Class E including cars listed at $799 and under; Class D, 

cars listed at from $800 to $1,399; and thus to Class A, comprising 

cars at $3,500 and over. Class E rates are the highest, $5.00 for 

this year’s model in Chicago territory; Class D, $3.50; Class C, 

$3.00; Class B, $1.75; Class A, $1.50. Class D cars will be used 
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for purposes of illustration here. The list-price basis has been 

employed on the assumption that the more valuable the car the 

better the care taken of it, the smaller the moral hazard, and the 

more insignificant the danger of theft. The comparatively great 

theft loss on common cars of low price, which can be readily dis- 

posed of with few questions asked, is too well known to require 
more than mention. 

3. Model.—The rates quoted above are all on cars of this and 
next year’s model; the older the car, the higher the rate. Thus 

cars of this year’s model are rated at $3.50 in Chicago, last year’s 

models at $4.00, and those older than three years at $5.75. In 
addition, the amount of insurance on cars more than six months old 

is limited. In Chicago Class D cars from six to eighteen months 
old are not insured for more than 60 per cent of the original list 

price, and models three years old and more for not more than 
30 per cent of the list price. The following assumptions underlie 

this method: (1) the physical hazard is affected by the price of the 

car because the cheaper the car, the poorer the construction; (2) on 

cheaper cars an unintentional moral hazard is created by lack of 
care; and (3) the value of the automobile is supposed to be an 
index of the financial condition of the owner. The restriction as 

to the amount of insurance on cars of other than the present model 

is imperative because of the peculiarly rapid depreciation on auto- 

mobiles. A car is said to lose 25 per cent of its value as soon as it 

leaves the salesroom, and within a few years it may not be worth 
one-third of its original cost. The underwriters must necessarily 
guard against insuring for a greater sum than a car would bring 

second hand; otherwise a moral hazard would be created. 

4. New and second-hand cars.—The remarks just preceding apply 

also to the distinction made in rates between new and second-hand 

cars. On a Class D car of this year’s model insured within six 
months of time of purchase by the original owner the rate in Chicago 
is $3.50, while a person acquiring the car from the original owner 

would, under similar circumstances, be charged $3 .60. 

5. The companies differentiate between electric and gasoline 
cars. Thus on the Class D gasoline car just mentioned the rate was 

$3.50, while similar insurance would be given on an electric 
vehicle for $1.00. 
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C. CRITICISM OF RATES 

The criticism of fire and theft rates, briefly stated, is on grounds 
of the lack of statistical support and consequent inability on the 

part of the public to ascertain whether the rates are just and 
equitable or exorbitant and discriminating. In 1911 an investiga- 

tor of the New York Insurance Department stated: “‘As yet the 

Conference has gathered no statistics, nor does there appear to be 
a clearly defined plan as to the nature of the statistics to be gathered 

or the methods to be employed in gathering them. Such rates as 

were originally adopted and the changes that were subsequently 

made in them appear to be based rather upon ‘underwriting judg- 
ment’ than upon actual figures obtained from the different com- 

panies writing this class of business.’”’ In 1917 a similar report* 

stated that “none of these rates were based upon statistics 

gathered for the purpose, although the experience of individual 

companies was used. And there are no records or statistics in the 

files of the conference which would indicate whether these rates 
were equitable or just.” 

It is not necessarily to be inferred that the described deficiencies 
in rating have been brought about by design. In nearly every form 

of insurance a beginning had been made with a rough grouping such 
as is evident in automobile rating, and in some cases with a much 

cruder system. The complaint which the public may justly urge 
with the greatest force is the lack of co-operation which has existed 

among the companies in the past. More or less unrestrained com- 

petition not only made combined experience difficult to obtain, but 

frequently caused the published rates to be merely nominal. The 
defects of the system are obvious, and until some constructive, 

rather than critical, ideas are advanced little improvement can be 

expected. 

V. PROPOSED MODIFICATIONS IN AUTOMOBILE RATE-MAKING 

It is evident from what has been said that two modifications in 
the methods which have been employed in making rates are desir- 
able, the first involving the statistical problem of accumulating and 

handling experience data, and the second consisting of an improved 

* Reports on Examinations of the Automobile Underwriters’ Conference, New York 
Insurance Department, 1911 and 1917. 
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theoretical basis for rate-making. Steps are now being taken to 

improve the statistical basis for rates, but the solution of the second 
problem is progressing slowly, if at all. 

A. PLANS FOR THE COLLECTION OF EXPERIENCE 

A large volume of dependable data being a necessity, the statis- 
ticians of the National Workmen’s Compensation Service Bureau 

have prepared a method for the collection and reporting of experi- 
ence by its member companies under standard rules of procedure, 

a call to be made for this material in the early part of 1919. Varia- 

tions in methods of compilation have hitherto created difficulties, 
even in dealing with what data were obtainable. Under the pro- 

posed system, which goes into effect for the policy year 1917, all 
experience data are to be based upon the year of issue of the policy, 

regardless of the time of receipt of the premium or the payment of 
loss. Because of the fact that some policies are aot written until 

the latter part of 1917, it will be necessary to wait until December, 

1918, before turning in all 1917 experience. Even then there will 

be outstanding losses to be considered, for liability suits sometimes 

require considerable time for adjustment or decision. The com- 
panies may adopt any method they see fit in compiling the informa- 

tion required, but reports to the Bureau must be in accordance with 
the prescribed plan. 

Difficulty has been experienced because of the methods followed 

by some companies in treating insurance for a fraction of a year. 
, 

The new plan provides a unit of a “car year” and requires that 

insurance for less than twelve months be reported as a correspond- 

ing fraction of a car year. Thus one car insured for six months 
would be reported as five-tenths of a car in liability and property 

damage insurance. In collision insurance risks of less than one 
year are to be reported as fractions of the list price; thus one 
month’s insurance on a $1,200 car would be reported as $100 of 

insurance. It was deemed best in collision insurance not to 

attempt to collect two kinds of exposure—list price and number of 

cars—and the latter is consequently made optional with the com- 

panies, although advised by the Bureau. 
Under this plan it will be necessary for the members to furnish 

the Bureau with the exposure, premiums, and losses, together with 
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such a description of the risk as will enable segregation of the data 
according to (1) form of coverage, whether liability, property dam- 
age, or collision insurance; (2) type of car, whether private pleasure, 

private pleasure occasionally commercial, commercial, livery, pub- 

lic other than livery, manufacturers’ and dealers’ on named- 

chauffeur or specified-car basis, or manufacturers’ and dealers’ on 
pay-roll basis;* (3) motive power, whether gasoline, steam, or 

electric; and (4) classification of the car according to horse-power 

groups in liability and property damage insurance, and according 

to list-price groups in collision insurance. 
Experience for the country as a whole is to be reported so as to 

permit of complete analysis as reported above. In addition it is 

necessary to require that data be reported by individual states and 

territorial divisions to permit adjustments of rates with reference 

to the relative hazard of the different rate groups. Inasmuch as 
the detailed analysis of experience proposed for the country as a 

whole would, in the case of a single state, reduce the exposure below 

the volume necessary for an average, it is planned to collect data 

by territorial groups in accordance with only the first three sub- 

divisions named (form of coverage, type of car, and motive power), 
omitting classification of cars within the type. 

It would then be possible to construct a system of rate-making 

similar to the differential plan employed in compensation insurance? 
or the method followed in the fire insurance ‘‘ Experience Grading and 

Rating”’ schedule. Under this plan it is assumed that any relations 
which may be developed from an analysis of national experience as 

regards, for instance, horse-power groups or list-price groups will 

hold true also for individual states, cities, and territorial rate 
groups, it being impossible to derive such relations from the terri- 

torially classified data because such data will not provide a suffi- 
cient exposure under each group. Thus if national experience shows 

that liability rates on cars of from 31 to 40 horse-power should be 

2 per cent higher than rates on the 21- to 30-horse-power group, it 

may be assumed that this ratio is also equitable within any particular 

t It will be noted that the classifications of type of car have been increased from 

four to six. 

2See C. E. Scattergood, Synthesis of Rates for Workmen’s Compensation. 

3E. G. Richards, Experience Grading and Rating Schedule, New York, 1915. 
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territory. Probably in each particular rate group the number 
of insured 31- to 40- and 21- to 40-horse-power cars would be 

found insufficient for a dependable average. Likewise it will be 

assumed that if, from the individual territorial groups’ experience, 

it can be determined that private pleasure cars in Greater New 
York should be charged more than the same cars in Chicago, this 

will hold true of all cars, regardless of their horse-power. This is 

merely an application of the statistical principle that no average 
should be based upon insufficient data. 

A code has been prepared to enable the companies, if they 

desire, to make use of punched cards in connection with the 
Hollerith or Powers sorting and tabulating machines. 

The plan for collecting uniform liability, property damage, and 

collision insurance experience having been described, little space 
need be devoted to the National Automobile Underwriters’ Con- 
ference plan for fire and theft insurance, which is very similar. 
Insurance written and losses are to be reported, with details as to 
location of the risk, by states or cities; type of coverage, whether 

fire, theft, transportation, or a combination of these coverages, and 

whether written on a valued or non-valued form; year of model, 

whether next year’s, this year’s, last year’s, etc.; make of car; list- 

price class; motive power; ownership, whether new or second-hand. 

use of car, whether private pleasure, livery, etc.; presence of safety 

appliances, etc. With this information available it would be pos- 

sible to proceed to construct fire and theft rates in accordance with 

the principles described under the liability, property damage, and 
collision plan. 

B. SUGGESTED CHANGES IN LIABILITY AND PROPERTY DAMAGE RATING 

It is a difficult matter to propose changes in existing rate-making 

methods which meet practical conditions, but the attempt may be 
made with the hope that the inevitable criticisms will themselves 

be productive of improvements. It will appear to anyone from a 

study of automobile rates that modifications are desirable which 
would produce (1) a reduction of discriminations, which are un- 

avoidable under the present territorial divisions, (2) a consideration 

of certain admitted factors of hazard, which at present have no 

influence on rates, and (3) a system of equitably allocating expenses. 
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1. The defect of the present system of rating is that at the 

boundary line of the state or other territorial division the rates 
change much more abruptly than hazards. The same trouble, for 

example, would ensue in the parcel-post system if a flat rate existed 

outside of the local zone, or in the express-rate system if the blocks 

were too few in number. One method of reducing the inequity of 
such abrupt transitions in automobile insurance would be to increase 

greatly the number of rate zones without reducing, below a point 

sufficient for an average, the exposure upon which rates are based. 

It is believed that this might be done without such fatal result and 
without enormously increasing the necessary number of rate sched- 
ules by the following method: 

Every large city in the United States of over 55,000 inhabitants 

should be considered as the center of a series of rate zones, the city 
itself (approximately) forming the highest of these zones. It would 

then be necessary to obtain a basis rate for liability and property 
damage insurance for each of these cities—a rate which would cover 

merely the losses incurred, or, in other words, provide the amount 

actually returned to policy-holders. Such a rate is obtainable by 

comparing the ratio of losses to exposure on all private pleasure 

cars in the particular city with the ratio of losses to exposure over 

the entire United States. The particular city’s rates would then be 

in proportion to the average rate of the United States as its loss 

ratio is to the average loss ratio of the United States. Thus, to 

use figures, if the Greater New York liability loss is on the average 

$40.00 per car insured twelve months, while the average loss in the 
United States is $30.00 per-car year, the rates in New York will 

be 133 per cent of the average rates of the United States. 

It would seem from this that it would be necessary to construct 

a vast number of rate schedules in order to cover all the large cities 

in the United States. Two facts operate, however, to reduce the 

apparent magnitude of the task. First, the number of cities of 

over 55,000 inhabitants in the United States is only about 100, 
according to the 1910 census. Secondly, while it may be necessary 

for a time to carry nearly roo schedules, this number may be 

considerably reduced if a reasonable coincidence of experience is 
discovered among these cities, which will permit of grouping. 

Grouping may also be necessary where insufficient exposure is found. 
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There still remain to be considered the cities of less than 55,000 

inhabitants. These are so numerous and the possible exposure in 

each is so small that the construction of separate rate schedules for 

them is impossible. Consequently they will be grouped in a class, 
and a rate made for the class in the same manner that a rate was 

arrived at for the larger cities. This will not do absolute justice 

among such smaller cities and towns, inasmuch as a city of 50,000 

will obtain a rate equally low with a town of 5,000, but it will be 

100 per cent superior to the present system, under which a city of 

100,000 and one of 5,000 frequently find themselves on equal terms. 

We have now to consider the territory outside of cities, including 
suburban and rural districts. It is proposed that each of the cities 

be considered as surrounded by a series of concentric circles, with 
the geographic center of the city as a common center, the circum- 

ferences of the circles being considered as the boundary lines of 
rate zones. Thus, using New York as an illustration, the greater 

part of the city would be circumscribed by a line, say, 25 miles dis- 

tant at all points from the city’s geographical center and forming 
a circle 50 miles in diameter. All cars within this zone would take 

the Greater New York rates, which will vary of course with the 
horse-power. Outside of it would appear another imaginary circle 

with a diameter of, say, 55 miles, and all cars between the circum- 
ference of this circle and the one first mentioned would take a rate 

which would be a percentage of the rate for the city zone and lower 

than the latter by, say, 5 percent. It may be assumed with some 
degree of equity that, beyond a certain point, the farther a car is 

kept from the city, the less it will be used within the city limits. 
The loss experience of a number of larger cities might be used to 

determine upon a statistical basis what the percentages of the 
various zones should be, and their diameters. There would be 

many cases in which the location of the automobile would fall 

within two zones of different cities, and under such circumstances 
the higher rate of the two would be charged. 

Such a system of adjusting rates to location would have the 
following points in its favor: 

a) The assumptions upon which it is based may be more readily 
defended upon theoretical grounds, admitting of some explanation 

to the insured of the causes of rate differences. 



AUTOMOBILE INSURANCE RATES 579 

b) It would lessen the effect of discriminations which inevitably 
result from the present territorial divisions, such as a distance of a 

half-mile causing a $5.00 difference in property damage rates or a 

$23.00 difference in liability rates. 

c) It would eliminate the anomaly of cities with 5,000 and 

100,000 inhabitants having the same rates. 
2. Some consideration should be given to certain factors of 

hazard which now have no influence on rates, such as (1) mileage 
covered and (2) competent driving. We reach the general conclu- 

sion regarding these factors, however, that a number of desired 

results in rate-making are unattainable or are not worth the trouble 

involved. 

3. Finally, some method of accurately ascertaining the expense 
involved in connection with all forms of automobile insurance is 

necessary. The public is entitled to know that each line of coverage 
is bearing its equitable portion of the total cost of doing business. 

Considerable criticism of the percentage of premiums devoted to 

expenses exists and has even led to the establishment of so-called 
automobile mutuals. A more fundamental inquiry, however, is 

whether automobile insurance is being charged with more than its 
share of total expenses, and whether liability and property damage 

insurance are each bearing their appropriate portions of the expense 

burden. This question has already been discussed by an able 

writer on casualty insurance," who has proposed an efficient cost 

system for companies writing multiple lines. His plan is described 

for the benefit of those companies “transacting multiple lines of 

insurance which desire .... enlightenment and guidance to 
ascertain as close an approximation as possible to the true cost of 

conducting each of its lines.” This expense problem appears to be 
second in importance only to the improvement in methods of ascer- 

taining pure premiums in automobile insurance. 

ROBERT RIEGEL 

? 

UNIVERSITY OF PENNSYLVANIA 

*C. E. Scattergood, “‘Cost Accounting in Casualty Insurance,” Proceedings of 

Casualty Actuarial and Statistical Society, Vol. II, Part II, No. 5. 



MEDICAL BENEFITS UNDER WORKMEN’S 
COMPENSATION. I 

Perhaps in no one branch of legislation have efforts toward 
uniformity been so persistent and at the same time so futile as in 

workmen’s compensation. From the very first, even long before 

any acts had been passed, during the stage of preliminary study 

by commissions many conferences were held,’ and at present an 
organization of governmental institutions created to administer 
the laws’ offers a convenient medium for comparison of differ- 

ences. In addition, many private organizations of attorneys} of 
labor, of social reformers,‘ of employers,’ and of political parties® 

have formulated comprehensive standards for such uniformity—all 

differing widely of course in accordance with the particular views 
and interests represented. Nevertheless actual legislation enacted 

is of such bewildering variety that hope for uniformity seems 
farther removed now than it was seven years ago. 

This variety makes the study of this (as well as many another) 
branch of legislation extremely difficult, and for this reason alone 

it may appear to the student as an unmitigated evil. Yet it isa 

trite observation that legislation is not enacted for the convenience 
of the student of law and economics. If everybody could only 

agree as to the proper standards of legislation, every deviation from 

* See Atlantic City Conference on Workmen’s Compensation, July 29-31, 1909; 

Proceedings of the Third National Conference on Workmen’s Compensation for Industrial 

Accidents, Chicago, June 10, 1910; Proceedings of Conference of Commissions on Com- 

pensation for Industrial Accidents, Chicago, November 10-12, 1910. 

2 National Association of Workmen’s Compensation Boards, organized in 1914. 

3 Conference of Commissioners on Uniform State Laws, 1913. 

4 Standards of Workmen’s Compensation Laws. By the American Association for 
Labor Legislation, 1914. 

5 Tentative draft; memorandum of suggestions upon main provisions requisite 
to an adequate compulsory Workmen’s Compensation Law. Issued by the National 

Civic Federation, December 1, 1914. National Association of Manufacturers Fif- 

teenth Annual Convention, New York, May 16-18, 1910. 

6 Standards of Workmen’s Compensation. Prepared for the Committee on Social 
and Industrial Justice of the Progressive National Service, New York, 1915. 
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such standards might be readily characterized as an error. But no 
such agreement exists at present. The existing variety at least 
offers an opportunity for free experimentation, and if the assump- 

tion be justified that the goodness of the good law (as well as the 
badness of the bad law) may be demonstrated in its application, the 

variety offers an opportunity for comparisons the effect of which 

should be a wholesome tendency toward improvement of all the 
acts. The law enacted in New Jersey in 1911 and, notwithstanding 

many.amendments, practically unchanged since then, has perhaps 

more than any other been supported as the “best act,” the one that 

particularly satisfied all parties concerned. More than any other 

act it has influenced subsequent legislation, perhaps because it is 
the oldest of them. As a matter of fact, however, it is probably 
the least generous and, with one or two exceptions, the least just. 

If the essential purpose of a compensation law is not to relieve 

courts, nor to prevent waste of insurance premiums, nor to establish 
peace between capital and labor, but to do what its official designa- 
tion indicates, namely, to compensate the injured workman or 

his dependents, then it evidently follows that the crucial point by 
which a compensation law is to be judged is the degree in which it 

succeeds in accomplishing this purpose. The law must be tested 
by its compensation scale. 

Unfortunately, for various reasons, other features of the act 
have caused most discussion—constitutional and legal features, 
especially during the earlier stages of the compensation movement 

when the constitutionality of compensation was seriously disputed. 
Later the inevitably higher cost of compensation as compared with 
the old employers’ liability (though not nearly so much higher as 

was assumed) created the movement for state insurance for the 

purpose of reducing the cost through elimination of profits, elimina- 

tion of the selling cost, or even through a substantial subsidy from 
the public treasury to the cost of conducting the insurance business. 
Depending upon the views of the critics, the Washington law or the 

New Jersey law was declared to be the best or the worst law in the 

*See Three Years under the New Jersey Workmen’s Compensation Law. Pub- 
lished by the American Association for Labor Legislation, 1915. See also American 
Labor Legislation Review, V, No. 1. 
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country, because one established compulsory state insurance and 
the other left an entirely free field to the enterprise of private 
insurers, though, as a matter of fact, both acts are grossly inade- 

quate in the provision they make for the injured employee. 

The constitutional, administrative, and insurance features of 
the various compensation acts are far from being settled. Never- 

theless the time has come for a careful study of the essential, organic 

provisions of the acts, as their effects upon the economic status of 

the working class are beginning to be felt. 

In a recent comprehensive study of “The Field of Workmen’s 

Compensation in the United States’* Professor Willard C. Fisher 
properly emphasizes the greater importance of adequacy as com- 

pared with uniformity of these laws. It is evident, however, that, 

barring differences of verbiage or administrative details, absence 
of uniformity necessarily presupposes absence of adequacy in some 
acts, since it may be safely assumed that definitely excessive 

standards, as compared with the economic loss sustained, can 

hardly be expected. ‘‘It is obvious,’’ says Professor Fisher, “that 

something like uniformity of scope, uniform adequacy of scope, is 

more important than any uniformity of awards, more important 
for the employer, for the employed, and for any who may be affected 

through these.” In support of this view Professor Fisher quotes 
the incontravertible consideration that “while it is far from being 

a matter of indifference to an injured workman or his widow whether 

an award was at $10 a week, or at $13.33, still to have at least the 
$10, rather than nothing, or nothing but a right of action against 

an employer, is the great advantage.” 
The argument, while true, has its limitations. Evidently the 

difference between the adequate and the actual amount may be so 

great that it becomes a matter of very great importance. In the 

case of one western state, for instance, the compensation act came 

very near being adopted with a provision placing a maximum limi- 
tation of $7.20 a week, which would be a matter of grave concern to 

a permanently crippled employee with a large family. 
In comparison with ‘“‘nothing”’ even $7.20 a week may appear 

a competence. But the value of a “right of action against the 

* American Economic Review, V, No. 2 (June, 1915), pp. 221-78. 
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employer” was very much more than nothing in most states, except 

possibly Pennsylvania. The writer need not be suspected of any 

desire to make a defense of the discredited and almost universally 

abandoned system of employers’ liability. But practical insurance 

men know that the “‘right of action”’ had and still has a substantial 
value, quite irrespective of the purely legal aspects of the claim of 

employers’ negligence. The tendency of the academic student 

to grow enthusiastic over a compensation act as such, irrespective 

of its provisions, is of itself commendable because of the great 

importance of the underlying principle. Nevertheless there would 

have been a more critical attitude toward the compensation laws 

if the actual working out of the employers’ liability laws through 

the medium of liability insurance had been better known to the 
laity. The effective statement so often made that under liability 

only one out of ten accidents was compensated, while under com- 
pensation each one received adequate compensation, would have 

lost a good deal of its force if it were more generally known that as 

a matter of fact the proportion of compensated cases to the total 

number of accidents reported is surprisingly equal under liability 
and under most compensation acts with a two weeks’ waiting 
period, namely about 20 to 25 percent. The fact is that the despised 

“right to action,” always present, had a market value of its own, 
because of the necessary cost of litigating the action in court and 

also because of the ever-present chance of a larger or smaller verdict. 

In consequence, only a very small proportion of cases ever reached 

the court, but in most cases where the injury was at all grave and 

the common law liability had been modified by statutory enact- 
ments, the claims were settled by the sale, as it were, of that right 

of action to the insurance company for some substantial con- 

sideration. It is because of this, because of the comparison between 

two amounts, that there was so much opposition to compensation 

laws among workmen, and that even now efforts are not infrequent, 
on the part of the injured employee or his legal representative, to 

find a loophole in the compensation act and to bring the case into 
court under common law liability. From the point of view of the 

injured workmen the judgment of the essential fairness of our com- 

pensation legislation is largely based upon adequacy of reward. 
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Again, there is another consideration of even greater importance 

to the student of social legislation: faults of “inadequacy of scope”’ 

(meaning failure to bring certain groups of wageworkers under the 

law) can be very easily corrected. As already stated elsewhere 

by the writer: 

Many years of study of the history of compensation systems in various 

European countries have convinced me that faults of limitation are very much 

less than an unsatisfactory scale. In fact, the history of compensation in 

Europe gives many examples of a gradual extension of the compensation 

principle from a few industries to many, until the entire industrial field is 

covered; but the scale of compensation once established is likely to be very 

much more rigid, and instances of a thorough reorganization of the scale in 

Europe are very few. Nor is it at all difficult to understand the reason for 
this difference. Various forces combine in a movement for a change from the 

liability to the compensation principle. It is not only the workmen but their 

employers as well who sooner or later begin to feel the drawbacks of the liability 
system. Moreover, in so far as the employing interests may offer any resist- 

ance to compensation legislation on account of its costliness, it may be easier 

to overcome one industrial group after another; and a good deal may be said 

from the point of view of expediency for a gradual introduction of the com- 

pensation system. But, just as evidently, no other class but the workers 
themselves could have any interest in the increase of a compensation scale, 

and the entire employing class will obstinately resist any such increase. As to 

disinterested public opinion, it is almost impossible to get its support as 

strongly in favor of a change in the law as it was in favor of its introduction.' 

American experience, brief as it is, seems to offer contradictory 
evidence, but the contradiction is apparent rather than real. It 

is true that for the short period of this history the revisions of acts 

have been frequent and many, and that in some cases the com- 

pensation scales have been affected. But, after all, notwithstand- 

ing all the many changes, only in one case, that of Massachusetts, 

was the scale of benefits radically raised, increasing the cost of 

compensation according to various actuarial estimates from 40 to 

sopercent.? On the other hand, the number of legislative proposals 
for the increase of benefits which are introduced annually and 

buried in committee is enormous. 

t “ Accident Compensation for Federal Employees,” American Labor Legislation 

Review, XI, No. 1 (March, 1912), p. 34. 

2See Second Annual Report of Massachusetts Industrial Accident Board, 1913- 

1914, pp. 72-85. 
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In this study it is intended to make a critical comparison of the 

various details of compensation scales, to trace any existing tend- 
encies which may manifest themselves, to compare the different 
scales of the numerous acts passed and in force with the standards 

of compensation announced by various official and semiofficial 

public bodies, to determine, if possible, the effect of these scales 

upon the economic status of the injured wageworkers and their 

families, in so far as any evidence concerning it has been accumu- 
lated, and perhaps to work out a basic standard inductively. The 

problem of adequate medical aid is selected as the first subject for 
consideration. 

Except in cases resulting in immediate death (and these are 

comparatively few—in industry as a whole less than 1 per cent)! 

the occurrence of each and every industrial injury calls for a certain 

amount of medical and surgical aid. This would seem to be quite 
evident to everyone except the adherents of Christian Science 

doctrine, and even they believe in treatment, though of a spiritual- 

ized nature. Perhaps in no other feature of compensation legis- 

lation are all the interests concerned in such substantial harmony. 

The injured man wants his life saved, or his pain relieved, perma- 

nent results or complications prevented, and his recovery acceler- 
ated. In every one of these objects the employer and the insurer 

are directly interested, because they all tend to reduce the economic 
loss sustained and therefore the cost of compensation—barring 

such exceptional cases as that of a dangerously injured workman 

without dependents whose death may cost less than the lifelong 

support of an invalid. Surely society at large is interested in 
promoting everything that can stimulate recovery and restitution 

of productive powers; for compensation may be placed on the 
income side of the ledger from the point of view of the workman, 

but from a broad social point of view it does not by one iota reduce 

the economic loss occasioned by the accident. Furthermore, from 

the point of view of insurance, the justice of furnishing such medical 

and surgical aid is specially evident. Insurance aims to make good 
a loss sustained. There may be some question as to actual loss 

* See I. M. Rubinow, A Standard Accident Table as a Basis for Compensation Rates, 

p.17. The Spectator Co., 1915. 
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sustained because of the loss of wages. Wages, after all, are not 

a certainty. But if, as a result of an accidental injury, the work- 

man is forced to pay out his few hard-earned dollars in physicians’ 

or hospital fees, surely for this expense complete restitution should 
be made. 

European precedents are largely in favor of such liberal treat- 

ment with regard to medical aid. The compensation movement 

in the United States was inaugurated by several practical investi- 
gations and analytic studies of European legislation. In the 

latest international compendium of compensation legislation 
published by the United States Bureau of Labor Statistics (Bulletin 

126, “‘Workmen’s Compensation Acts of the United States and 

Foreign Countries’) forty-one acts altogether are enumerated 

and analyzed, and of these twenty-two refer to continental Europe, 
fourteen to the United Kingdom and British Colonies, three to 

Spanish-American jurisdictions, and one to Japan. Disregarding 

the last four recent and comparatively unimportant acts, a com- 

parison between British and European standards is significant. Of 

the fifteen British acts thirteen entirely disregard medical benefits; 

two (those of New Zealand and West Australia) allow it up to the 

generous amount of £1 or $4.87. British legislation has absolutely 

failed to grasp the true significance of the compensation theory. 
The situation on the Continent of Europe is entirely different, as 

the following summary will indicate (the acts of Bulgaria and 
Montenegro are omitted as indefinite and unimportant): 

Austria For 20 weeks Netherlands Unlimited 
For 26 weeks Norway Unlimited (after 
None four weeks) 

DG ss cekens eon None Portugal Unlimited 
Unlimited Roumania For 2 weeks 

Germany............Unlimited For 13 weeks 
Greece Unlimited Unlimited 

Unlimited Spz Unlimited 
First aid only Sweden............ None 
Unlimited Switzerland. .......Unlimited 
Unlimited 

* See F. C. Schwedtman and J. A. Emery. Accident Prevention and Relief (investi- 
gation on behalf of the National Association of Manufacturers); Frankel and Dawson, 

Workingmen’s Insurance in Europe (on behalf of the Russell Sage Foundation); the 

Twenty-fourth Annual Report of the U. S. Commissioner of Labor on “Workingmen’s 
Insurance and Compensation Systems in Europe”; and others. 
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Out of twenty acts, only three fail to grant medical aid, one grants 

first medical aid only, in three the limits are sufficiently high to 

leave out a very small proportion of cases, and twelve offer all the 
medical aid that is required. It is true that in several of these 

countries most’ or all? of the medical aid is furnished by the sickness- 

jnsurance funds, in which the injured holds compulsory member- 

ship, but, after all, the essential feature is that the supply of 
necessary medical aid is guaranteed. 

In view of these considerations liberal provisions for adequate 
medical and surgical aid might be expected with gratifying uniform- 

ity in the various American acts. As a matter of fact the direct 
opposite is true. The limitations placed upon this form of com- 

pensation are many, as Table I will demonstrate. 

The essential limitations are those of the length of time during 

which medical aid’ must be given and also the money limit placed 

upon its cost in each individual case. There are other limitations 
and qualifications dealing with the scope of what might properly 
be classified under medical and surgical aid, but these are reserved 

for subsequent discussion at length. 

Taking the acts passed up to the end of 1916 and in force at 

present, the essential provisions of the compensation acts as to 

medical and surgical aid are given in Table I. 
The evidence of lack of uniformity is conclusive, the existing 

variety of provision quite bewildering. Certain types or degrees 

of liberality in providing medical aid may, however, be ascertained, 

and these types can be brought out better by arranging the laws 

in force (omitting the earlier and superseded laws) in line according 

to the amount of medical aid furnished. 

In view of the existence of two different limits, the money and 

the time limit, even such an arrangement offers some difficulties. 

Which offers more to the seriously injured workmen: Wisconsin, 
which grants medical aid for 90 days irrespective of its cost, 

* Germany, Hungary, Luxemburg, Norway. 

? Austria, Russia. 

3 For purposes oi brevity the term “ medical aid” will be used when medical and 
surgical aid, hospitals, drugs, etc., are meant. The importance of “etc.” will be 

considered at greater length presently. 



588 JOURNAL OF POLITICAL ECONOMY 

TABLE I 

State or Territory] Date of Enactment Date in Effect Time Limit for Money Limit for 
of Law Medical Aid Medical Aid 

Alaska. . ....+| April 209, 1915 {uly 28, 1915 | No medical aid 
-| June 8 1912 ptember 1912 | No medical aid, except cost of last 

sickness in fatal cases 
California April 8, 1911 | September 1, 1911 | 90 days $100 
California. .... May 26,1913 | January I, 1914 | 90 days No limit 
California .| May 8, 191s | August 8, 1915 | No limit* No limit 

7 y | March 20, 1914 | April 1,1914 | No limit No limit 
Colorado........| / to1s | August I,1915 | 30 days $100 
Connecticut ... y 29, 1913 —/ 1, 1914 oF days No limit 
Connecticut ..... y 20, rots | } 20, 1915 o limit 
Hawaii... . Apri 28, 1915 } I, 1915 | 14 days 
Illinois. . 10, Igtt y I, 1912 | 56 days 
Indiana. .... .| 8,1915 | S 1, 1915 so days 
eS Apri 1913 I, 1914 4 days 

c ‘ 1Q1r I, 1912 No medical aid quant ‘ont of last 
sickness in fatal cases 

Kentucky. ....../ 1914 | Declared unconsti- | No limit | $100 
| tutional | 

Kentucky | 3 ,1916 | August 1, 1916 | go days | $100 
Louisiana........ + 1914 January 1, 1915 | 14 days | ¢ | $100 
Maine... ; Apri » 1915 anuary I, 1916 | 14 days $30f 
Maryland..... J » 1914 November 1, 1914 | No limit $150 

torr | July , 1912 | No limit 
» 1914 | October 1914 No limit 
1912 | September 1912 ; No limit 

, 1913 | October 1913 y | $200§ 
1915 jy 1915 y | $50 

» 1913 | November 
IQIt uly 

1914 | $200 
1911\| No medical aid, except cost of last 

» 1913 | July 
191s | a, 

1913/| sickness in fatal cases 

New Hampshire. J i IQII anuary 

oe 

1915 | 120 days | No limit 
1912 | No medical aid, except cost of last 

| sickness in fatal cases 
Ig1r | 14 days | $100 
1913 ) $50 
1914 1 No limit 
1912 | No limi $200 
1914 | No limit $200 
to1s | 15 days No limit 
1913 | No limit $250 
1916 | 14 days $25-75** 
1916 | 56 days No limit 
1912 | 14 days No limit 
1913 | 7 days No limit 
1915 | 14 days $75 
1911 | No medical aid 

os 

ee oe 

New Jersey... Apri ,Torr+| July 
New Jersey......| Apri , 1913 | April 
New York....... » 1913 | 
Ohio cneaned , IQII 
Ohio ee 1913 
ga ne ‘ IQIs 

, 1913 
Pennsylvania. Fe , 191s 
Porto Rico... . Apri 1916 
Rhode Island. . Apri » 1912 
Texas iaies i » 1913 
Vermont. ..... , 1915 
Washington : IgII 
West Virginia. , 1913 1913 | No limit $150 
West Virginia. . , 191s »1t915 | No limit $150-$3004 
Wisconsin. .... y 3, TQII 3, 1911 | days No limit 
Wyoming... . » tors | Apri 1, 1915 | No medical aid 
United States y 30, 1908 1, 1908 | No medical aid 
United States....| September 7, 1916 | September 7, 1916 | No limit No limit 

et tt tt tt w 

Within 90 days thereafter, unless such time is extended by the commission” (sec. 15a). 

t “Unless in case of major operations being required’’ (sec. 10), when larger sum may be allowed by 
the commission. 

t “And in unusual cases, in the discretion of the board, for a longer period’’ (sec. 5., amended sec. 1, 
chap. 708, Act of 1914). 

“4 . the court may upon necessity being shown therefor . . require the employer to 
furnish such additional medical, surgical, and hospital treatment and supplies during said period of ninety 
(90) days as may be reasonable, which together with any such sums or relief theretofore furnished shall 
not exceed in all two hundred dollars ($200) in value.” 

i he . . shall not exceed twenty-five dollars, unless a major surgical operation shall be necessary; 
in which case the cost shall not exceed seventy-five dollars” (sec. 306¢). 

**“ | | . in case an injured employee has sustained a permanent disability and it is the opinion 
of the Cornmissioner that the percentum of such disability can be reduced or made negligible by surgical 
or medical treatment, the amount expended for medical, surgical, and hospital treatment may be, but shall 
not exceed three hundred dollars in any case’”’ (sec. 18 as amended by chap. 209, 1915). 
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or Oregon, which offers $250 worth of the doctor’s work irrespective 
of the time it may take to absorb this fee ? 

Evidently no absolute, universally applicable rule can be formu- 

lated. Much depends upon the case and, one is tempted to add, 

upon the doctor. Where a difficult operation is required and an 
expert specialist must be called in, the $250 limit may be reached 
in one day. On the other hand, a lingering illness may require 

moderately priced medical aid given at intervals for a long time. 

It seems reasonable to assume, perhaps somewhat arbitrarily, that 

time limits will have a stricter limiting effect (and are therefore 
less desirable from the injured worker’s point of view, though 
perhaps not from the physician’s point of view) than money 

limits. 

Accepting this hypothesis, therefore, the arrangement of the 

acts according to the amount of medical aid furnished is as shown 

in Table II. 

Incredible as it may seem, there are no cases where more than 

two states grant exactly the same amount of medical aid, and the 

agreement of two state laws is very rare; according to Table II 

it is to be found only in the cases of Iowa and Louisiana (14 days 

and not over $100) and Montana and New Jersey (14 days and not 
over $50). Asa matter of fact, even this slight degree of uniformity 

vanishes at a closer examination of the act. In Louisiana the 
” 

period covered is “the first two weeks after the injury” and in 

Iowa it is ‘‘any time after an injury and until the expiration of two 
weeks of incapacity,” which is materially fairer. The Montana 
provision differs from that for New Jersey by specifically authorizing 
the so-called hospital contracts (of which more later) in lieu of the 

medical benefit. The cost of this hospital contract is usually in 
part or in whole assessed against the wageworkers. 

It would have been helpful if the arrangement of the various 

state acts according to the degree of liberality in granting medical 
aid, as given in the Table II, had brought out some tendencies 

evident upon simple inspection, but unfortunately this is not the 
case. For example, there are six states in which state compensa- 
tion insurance has been established to the practical exclusion of 

stock insurance companies: Nevada, Ohio, Oregon, Washington, 
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West Virginia, and Wyoming.’ In addition, stock companies are 

excluded from operating under the compensation law in the Canal 

TABLE II 

Time Limit Money Limit 

None Canal Zone 
None United States 
None Connecticut 
None California 
None Massachusetts 
$250 Oregon 
150-300 West Virginia 
200 Ohio 
150 

No limit 
No limit Wisconsin 
$200 Minnesota 
100 Kentucky 

No limit New York 
No limit Porto Rico 
$200 Illinois 
No limit Indiana 
$100 Colorado 
No limit Michigan 
$200 Nebraska 
No limit Oklahoma 
No limit Rhode Island 

Iowa 
Louisiana 
Vermont 
Montana 
New Jersey 
Hawaii 
Maine 
Pennsylvania 
Texas 

Arizona 
No medical aid except cost of last sickness .. . Kansas 

(New Hampshire 

{ Alaska 
Washington 
(Wyoming 

No provision for medical aid at all 

* See note (*), Table I. 

t See note (t), Table I. 

Zone, in Alaska, and under the United States Employees’ Com- 

pensation act. What influence did that have upon the medical 
aid provision? Ohio, Oregon, and West Virginia are far at the 

* As a matter of fact, in some of them, notably Ohio and West Virginia, stock 
companies were until recently enabled to compete indirectly with the state fund. 
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head of the list with medical aid unlimited in time, and with limits 

of $200, $250, and $300, but, on the other hand, Alaska, Washing- 

ton, and Wyoming do not grant any medical aid at all, and this 

was also true of the systems provided for the employees of the 

United States government, until the act of 1916 was substituted 
for that of 1908. 

Does the East or the Far West better recognize the necessity 

of thorough medical aid? Connecticut and California head the 

list, Washington and New Hampshire are its tail end. The six 
New England states are scattered throughout the list, and so are 

the states constituting other geographical zones of this country. 

Can any effect of the general degree of industrial development be 

recognized ? It is perhaps significant that no industrially important 

state has entirely excluded medical aid, as Arizona, Kansas, New 

Hampshire, and Washington have done, but outside of that there 

is no uniformity between industrial Connecticut and Massachusetts 

at the head of the list, and industrial New Jersey and Pennsylvania 

very near the bottom. 

Perhaps the only basis for generalizations is that of the year in 

which the act was passed. The year indicated in the last table is not 
always the original year of the enactment of a compensation law 

by the state, nor is it the year of the latest amendment, but it is 
the year of the act which established the standards of medical aid 

that still persist. It is significant, therefore, that of the first ten 

acts in the list only two date back to 1911 (Ohio and Wisconsin), 

while of the eight acts excluding medical aid altogether, or practi- 

cally so, one was passed in 1908 (United States), four in 1911 (Kan- 

sas, Nevada, New Hampshire, Washington), and one in 1912 

(Arizona). There are exceptions even to this rule: the early acts 

of Ohio and Wisconsin on the one hand, and the late acts of Mon- 

tana, Maine, Pennsylvania, and Wyoming on the other; neverthe- 

less this comparison seems tooffer a better understanding of the 

problem. Outside of this element of time, the various provisions of 

the laws appear simply as capricious vagaries of thousands of ignor- 

ant legislators, not at all amenable to any law of social causation. 

It is interesting, therefore, to trace the gradual evolution of 

the provisions for thorough medical aid in the history of the 
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American compensation movement. The total failure to appreciate 

the importance of it and to provide for it even in the slightest 
degree during the preliminary stages of enquiry and investiga- 

tion is striking, especially in view of the fact that the movement 

for accident compensation started in this country only after some 

twenty years of European experience was available. The earliest 
experiment was the Maryland act of 1902." No mention of the 

problem of medical aid for the injured is made in that act; and 

the same is true of the United States act of May 30, 1908, and the 

Montana act of 1909. When the states of New York, Minnesota, 

and Wisconsin appointed commissions for the investigation of the 
entire problem, the compensation movement for the first time 

acquired national importance. But in the discussion of the basic 

principles of the equity and constitutionality of the compensation 

idea, the problems of proper medical treatment of the injured were 
disregarded. 

It may seem unreasonable to find fault with this; it may be 
argued that that early period was not at all adapted to the dis- 

cussion of such details. And yet one might have expected that 

in the severe indictment of the employers’ liability system such 

as every one of the early reports contains, and among the specific 

charges of insufficient compensation, wastefulness of the insurance 
premium, slowness of adjustment, and breeding of antagonism 
between employer and employee,’ the failure of many injured to 

receive proper medical and surgical aid, the uncorrected fractures, 

the stiffened joints, the unprevented infections, and the inability 

to substitute a cork leg for the lost bone-and-flesh one might have 

been emphasized. Unfortunately no one outside of the medical 
profession was aware of these conditions, and the medical profession 
lacked the understanding of the social aspects of this problem.! 

t See Bulletin of the United States Bureau of Labor, No. 45, p. 406, for the text of 
the act; Bulletin No. 57, p. 645, for an account of its operation. 

2 Report to the legislature of the state of New York by the Commission appointed, 

under chap. 518 of the Laws of 1909, to inquire into the question of employers’ liability 

and other matters. First Report, Albany, 1910, p. 19. 

3A noteworthy exception, which deserves to be recorded, is Dr. M. O. Lorenz's 

Compensation scheme, published during the period under consideration, which was 

faulty in many other respects, but did propose “‘in case of incapacity full medical aid” 
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We find, therefore, that the first national conference on com- 

pensation held in Atlantic City in the summer of 1909" failed even 
to mention the subject of medical aid. At that conference only 

the most general aspects, such as the “desirability, practicability, 
and constitutionality’’ of compensation were discussed. But from 

such generalities discussion rapidly turned to specific provisions. 

Nevertheless neither the second conference, in Washington (Jan- 
uary 20, 1910),? nor the third, in Chicago (June 10-11, 1910), 
showed any greater appreciation of this problem. The Chicago 

conference even began the detailed consideration of a “‘Workmen’s 

Compensation Code’ brought in by H. V. Mercer, chairman of 

the Minnesota Commission, but this code did not so much as 

mention medical aid, though several long sections were devoted 

to administrative details. The first general consideration of 

medical aid took place at the special Conference of Commissions 
held again in Chicago in November, 1910, at the request of the 

Massachusetts Commission, which was actively engaged in prepa- 

ration of a bill for the consideration of the next session of the legis- 

lature of that state. At this meeting as many as eight state 

commissions, one federal commission, and one federal bureau were 

represented.‘ 

Thirteen specific questions were submitted for painstaking 

discussion, but the question of medical aid was not one of them. It 

was injected, almost unexpectedly, into the discussion of ‘‘ Question 

6, the length of the waiting period,” by Mr. George M. Gillette, 

member of the Minnesota Commission, who suggested that the 

labor representatives at the conference consider “‘a proposition of 

(“What Form of Workingmen’s Accident Insurance Should Our States Adopt ?’’ Pro- 

ceedings of the American Association for Labor Legislation, Second Annual Meeting, 

1909, p. 74). Dr. Lorenz’s opinion remained a voice in the wilderness as far as practical 

legislation was concerned, except possibly in Wisconsin. 

*See Atlantic City Conference on Workmen’s Compensation, July 29-31, 1909. 

* Proceedings of the Third National Conference on Workmen’s Compensation for 

Industrial Accidents, Chicago, June 10, 1910 (brief report of the second national con- 

ference, held in Washington, January 20, 1910, printed as an appendix). 

3 Ibid., pp. 40-43. 

4 Proceedings of Conference of Commissions on Compensation for Industrial Acci- 

dents, Chicago, November 10, 11, 12, 1910. Boston, 1910. 
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changing the waiting period from two to three weeks and, in lieu 
of that, furnishing hospital and medical attendance, and see what 

would be best.” ‘To the average man,” said Mr. Gillette, “that 

means a very great deal,” and also it “is for the interest of the 
employer to see that that man from the very start of his injury 
has the very best sort of hospital care and surgical attendance. 
Otherwise, very serious consequences might flow from the ill care 

of injury.” The brief discussion which ensued after this suggestion 
is worth reproducing in part as a very significant illustration of 
the character of our social legislation a few years ago: 

Mr. GILLETTE: If we could do both, if we could have two weeks and also 

give the surgical and medical attendance, I would like to see it done, but I don’t 

believe we can do it within any reasonable limits 

CHAIRMAN (MR. MERCER): It would seem to me, after my experience in 

Europe, that it might be a business proposition from the employer’s standpoint, 

to take care of the hospital bills and the doctor’s bills during the first two weeks 

free of charge. I think he would make money out of it in the end. 

Mr. GILLETTE: But it is all an element of cost. 

Mr. GOLDEN (a labor representative): I believe, if any person gets injured, 

two weeks is long enough for us to wait for pay, and the very least the employer 

can do is to pay hospital and medical bills, whatever might be used on the man. 

Three weeks is too long . . . . they ought to receive hospital bills and medi- 

cine, and whatever stuff they need while they are sick the first two weeks, free 

of charge.? 

Some progress had evidently been made in the United States in 
standards of labor legislation between 1910 and 1917, if in 1910 

representatives of labor only dared to ask for medical aid during 

the two weeks’ waiting period, while eight of the acts in force at 

present grant medical aid without any time limit and without any 

money limits. 

In view of the modest demand put forth by Mr. Golden, repre- 

senting labor, the Chicago conference went as far as it could have 

been expected to, by providing the following answer to question 6: 

Length of waiting period? Two weeks, during which period employer 

shall furnish medical treatment or hospital care to an amount not exceeding 

$100 in value.? 

1 Op. cit., p. 100. 

2 Bulletin of the United States Bureau of Labor, No. 90, September, 1910, p. 716. 
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In view of this lack of appreciation of the great importance of 

medical aid, the failure of the many early acts to provide for it 

adequately or at all need not appear strange. In the numerous 

reports of the state investigating commissions, which appeared at 

rapid intervals during the last few years, very little attention was 

paid to the question. But, amazing as it may seem, in several 

of them, even the more recent ones, there is not even the slightest 

reference to, or even mention of, the problem.t No reference at 

all is found in the purely optional Massachusetts act of 1909, which 

remained a dead letter, the similarly ineffective optional New York 

act of 1910, or the compulsory New York act of the same year 
(the Wainwright act), which was soon declared unconstitutional. 

The avalanche of compensation acts began in 1911, ten acts 

having been passed in that year; of these, five went into effect 

during the same year, three on January 1, and two at later dates 

of the following year. The medical provision made by most of 

these acts on the whole was very meager. 

i None 
Kansas er if injured employee 
Nevada dies, leaving no depend- 
New Hampshire (| ents 
New Jersey..............2 weeks, not over $100 
Massachusetts 
Illinois 8 weeks, not over $300 
California go days, not over $100 
Wisconsin 
EA ee rare Not over $200 

Only four of the ten acts went beyond the standards outlined by 

the Chicago conference; two accepted them without much change, 

and four provided practically no medical aid at all, only four making 
provision that was more or less adequate. The situation fully 

deserves the scathing criticism of contemporary expert students. 

“Particularly unfortunate,” says Dr. E. H. Downey, “‘is the con- 

sistent failure to provide adequate medical care for the injured— 

a type of benefit which probably yields larger returns, in proportion 

*See Colorado Report of Employees’ Compensation Commission, 1913; Illinois 

Report of the Industrial Insurance Commission, 1907; Iowa Employers’ Liability 

Commission, 1912; Louisiana Employers’ Liability Commission Report, 1914; Mary- 

land Employers’ Liability and Workmen’s Compensation Report, 1913, etc. 
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to its cost, than any other form of accident relief.”* And again, 

Dr. D. D. Lescohier, in the report of the Minnesota Bureau of Labor 

Industries and Commerce: “It is questionable if any American 

law, unless that of Wisconsin, furnishes medical relief to injured 

workmen It is questionable if the Wisconsin law should 

not be amended to read that medical aid should continue until 

recovery was complete or as complete as would ever be probable.’” 
In at least one state, namely Washington, the matter was not 

settled without a serious struggle. The commission which prepared 
the draft of the compensation act (or at least some members of it, 
representing the interests of labor) recognized the importance of 

medical benefits in the scheme of compensation. But the exag- 

gerated fear of the excessive burden which that might place upon 

the employer forced the commission to evolve an original plan 
of meeting this need. Sections 10 and 11 of the draft presented 
by the commission to the legislature proposed the organization of a 
First Aid Fund,? to which a contribution of ‘“‘four cents for each 

day’s work or fraction thereof done by each workman” would be 

made by each employer, one half of this amount to be deducted 
from the wages of this employee. From this First Aid Fund the 

sum of $5 per week was to be paid for a period not exceeding three 
weeks to meet the cost of medical, surgical, and hospital service. 
The language of the proposal did not make clear whether the first 
aid was to be limited to accidental injuries, or was to include all 

other diseases as well, but since the amount of payment was based 
upon the customary hospital fee of $1 per month, the presumption 
is that all illness was included. Nor was the meaning of the 

“three weeks” limitation quite definite, though probably the 

limitation referred to each individual case of sickness. 
The authors of compensation legislation in the state of Wash- 

ington have repeatedly expressed their pride in the courage with 

which that state embarked upon this novel and untried field of 

* E. H. Downey, History of Work Accident Indemnity in Iowa, 1912, p. 145. 

2 Thirteenth Biennial Report of the Minnesota Bureau of Labor, Industries, and 
Commerce, 1911-1912, Part I, ‘‘Workmen’s Compensation,” by D. D. Lescohier and 

A. A. Garrison, p. 14. 

3See John H. Wallace, “‘Compulsory State Insurance from the Workman’s 
Viewpoint,” American Labor Legislation Review, XI (November 1, February, 1912), 19. 
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social legislation, while the effete East was wavering and debating 

and investigating. In view of twenty-five to thirty years’ expe- 
rience in Europe, these references to the experimental character of 

compensation legislation do sound somewhat odd. How many 
gross errors some judicious investigation could have prevented 
is amply demonstrated by this First Aid Fund plan. In Massa- 
chusetts, where medical aid for two weeks without limit of cost 

was given from July 1, 1912, to October 1, 1914, the average cost 
per $100 of pay-roll amounted to some 8} cents. Even assuming 

an average wage of $1,000 (a preposterous assumption of course), 

the annual cost amounts to some 85 cents per wageworker. Yet in 

order to grant the petty amount of $15 (utterly inadequate, because 

satisfactory medical aid and hospital service cannot be purchased 
for $5 per week, especially in case of surgical conditions), it was 
intended to collect $12 per annum for each worker and charge half 

of it to the worker’s wages. No wonder that opposition to this 
plan developed on both sides. ‘‘It was opposed,” says Mr. Wal- 

lace, “through fear that state supervision of hospital treatment 
would result in the upbuilding of a political machine for admin- 

istration and in the location of state-built hospitals . . . . it was 
opposed because it was argued that this was a daring piece of social 
legislation [sic/] and would be sufficiently cumbrous for the first 

two years of its experimentation without the burden of the first- 
aid feature and the close supervision and weekly payment of bills 

required.” For these and other reasons the First Aid Fund feature 

was eliminated; and, be it further noted, after four years of experi- 

ence compensation in Washington still lacks its medical benefit.” 
The even year 1912 was an off year in legislative work. Only 

three acts were added to the list—those of Arizona, Michigan, and 

Rhode Island—and only one of these failed to make provision for 

medical aid. Of the other two, Rhode Island followed the Massa- 

chusetts standard in this as in almost all other provisions of the 
compensation system, while Michigan went a step beyond the con- 

ference standards by extending the medical benefit to three weeks. 

A large number of compensation acts were passed in 1913. 
Disregarding amendments of older acts, and even the passing of 

*See note at end of article. 
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entirely new acts in states already having some compensation act 
on their statute books (as in California, Ohio, and Wisconsin), 

eight states were added to the lists. The progress of the movement 

for adequate medical benefits is evidenced by the fact that not a 
single one of these eight acts waived medical benefits entirely. The 
provisions made were as follows, in an ascending scale: 

1 week, No money limit 
2 weeks, $100 limit 
3 weeks, $200 limit 
30 days, No money limit 
60 days, No money limit 

Minnesota go days, $100 limit 

West Virginia...........No time limit, $150 limit 
No time limit, $250 limit 

Again, in 1914, only three new acts were passed, those of Ken- 

tucky, Louisiana, and Maryland, of which the first was declared 

unconstitutional.t Considering that all three are southern states, 

in which standards of social legislation are characteristically lower 

(of the sixteen states still remaining after January 1, 1917, outside 
of the domain of compensation legislation, twelve are to be found 

among the eighteen southern states), it is doubly significant that 
only Louisiana preserved the Chicago conference standard of two 

weeks with a $100 limit, while the Kentucky act (later declared 

unconstitutional) offered medical aid up to the cost of $100 and 

Maryland provided for aid up to $150 without any time limit. 

In 1915 ten more states and territories fell into line: Alaska, 
Colorado, Hawaii, Indiana, Maine, Montana, Oklahoma, Penn- 

sylvania, Vermont, and Wyoming. 

No medical aid 
Wyoming No medical aid 
Pennsylvania 14 days and $25 ($75) limit 

14 days and $30 limit 
14 days and $50 limit 
14 days and $50 limit 
14 days and $75 limit 
15 days and no limit 
30 days and $100 limit 
30 days and no limit 

t Intaddition compensation was established for the government servants in the 

Canal'Zone by presidential decree. 



MEDICAL BENEFITS AND WORKMEN’S COMPENSATION 599 

Here our hypothesis, so strongly supported by the development 

up to 1914, seems to break down: without any exceptions the new 

acts passed in 1915 have skimped in the matter of medical aid, and 
most of them went below the lower limits of earlier legislation. 

While it is a matter of some satisfaction that only two acts, and 

those of industrially insignificant states like Alaska or Wyoming, 

failed to provide for medical aid altogether, none of the others went 

beyond 30 days, and as a matter of fact only two so far have done 
so; the other five states followed the New Jersey standard in the 

matter of time limits, and most of these added extremely low 

money limits as well. 

Finally, in 1916 only two new acts were placed on the statute 

books, in Kentucky (in place of the act of 1914 declared unconstitu- 

tional) and in Porto Rico. Both acts provided fairly liberal 

amounts—go days with a $100 limit and 56 days without any 

limit.” 
What explanation may be advanced for the seeming reversion 

to older standards which manifested itself so strongly in 1915? 

One is that the very delay until 1915 before passing a compensation 

act indicates a powerful opposition, a certain disregard of the 

interest of the wageworker, which expressed itself in the adoption 
of very low compensation benefits, including that of medical aid. 

That may seem true of Pennsylvania and Colorado. Of the 

remaining states, none is of great industrial importance, and agri- 

cultural localities cannot be expected to lead in industrial legislation. 
There may be another explanation in the general spread of fear 

lest the cost of medical aid become excessive, resulting from a 

rather superficial analysis of the experience of those states where 

compensation had been in operation for some time. 
But much more significant is the tendency to increase the 

amount of medical benefit in the latter states. Of the 37 com- 

pensation systems now on the statute books of the country at 

this writing (December, 1916), five went into effect within the last 
twelve months, ten had been in force from one to two years, six 

from two to three years, three from three to four years, seven from 

four to five years, and six for five years or slightly over, the average 

*See note at the end of article. 
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age of the compensation systems in force being about three years 
and three months.’ Nevertheless the amount of amending already 

done is considerable though only a small part of the amendments 
proposed actually succeeds in going through the numerous legis- 

lative stages.? With one or two exceptions, the acts of all states 

have been amended as frequently as their legislative sessions would 
permit. The frequency of these amendments is largely explained 

by the haste and inexpert draughtsmanship of the original enact- 
ments. Nevertheless it is a rather hopeful sign of willingness to 

correct errors committed. Most of these amendments deal with 

administrative details, but here and there the essential features 
of the system, such as the compensation scale, have been modified, 

and of these, most frequently the medical benefit. 

The original Roseberry act of California (1911) allowed medical 

aid for go days under a limit of $100. The Boynton act of 1913 
eliminated the $100 limit, and the amendment of 1915 did away 

with the go days’ limit, at least in the gravest cases, by providing 

that this time may be extended by the Industrial Accident Com- 

mission. Furthermore it extended the scope of medical and 
surgical aid by including artificial limbs. 

The Connecticut act of 1913 limited its medical aid to 30 days. 

An amendment of 1915 abolished all limits whatsoever. The 
original Massachusetts act of 1911 adopted the narrow New Jersey 

limit of 2 weeks. But the serious hardship in severe injuries caused 
by this limit soon became so obvious that in response to a strong 
recommendation of the Board’ the act was amended in 1914 to 

require medical aid to be granted ‘“‘in unusual cases, at the dis- 
cretion of the board, for a longer period” (sec. 1, chap. 708, Acts 

of 1914, June 25, 1914). While the actual effect of this amend- 

ment is somewhat uncertain, owing to many possible interpreta- 

tions of the phrase ‘‘unusual cases,’ and the uncertainty of the 

t In fact, some of the acts were so radically changed, and in their earlier form had 
such limited application (California, Wisconsin, Ohio, etc.) that in reality the average 

age of the acts in force is very much shorter—nearer to two years and eight months. 

2 A card catalogue of compensation legislation, admittedly incomplete, contains 

at this time nearly 110 entries. 

3 Industrial Accident Board, First Annual Report, 1912-1913, p. 41. 
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character of the board’s “discretion,” the intent of the amend- 
ment is obvious. As a matter of fact, the number of cases where 

medical aid is wanted beyond 2 weeks will not exceed 20 per cent, 

but that would be a rather liberal interpretation of the word 
“unusual.” 

The West Virginia act of 1913 established the liberal standard 

of no time limit and a money limit of $150. Nevertheless the 

amended act of 1915 further provided that “in case an injured 

employee has sustained a permanent disability and it is the opinion 

of the commissioner that the percentum of said disability can be 
reduced or made negligible by surgical or medical treatment’’ the 

amount may be raised to $300. Perhaps a heartless consideration, 
brutally put, but nevertheless an evidence of progress. Still more 
significant are the very liberal provision for medical and surgical 

aid in the Kern-McGillicuddy act of 1916, providing compensation 
for the employees of the United States Government and replacing 
the Alexander act of 1908 in which no provision for medical aid 
was made, and the amendment of 1915 to the Nevada act of 1913, 
for the first time providing medical and surgical services. 

Not only these various enactments, but very definite statements 

from the administrative authorities clearly show that experience 

amply demonstrates the advantages of thorough medical attention. 
Thus, as early as 1913, the California Industrial Accident Board 

was of the opinion that ‘‘the first and best compensation that can 
be afforded to an injured workman is to place at his disposal the 

best skill of medical and surgical science of his time, for the purpose 

of restoring him as nearly as possible to the physical condition he 

was in before he was injured. This, we have reason to fear, will 

not always be done under the existing $100 limitation placed upon 
the employer and the insurance carrier by the law. Therefore, we 

ask that that limitation be removed and full medical and surgical 
attendance be required.’”* 

In 1914 the Massachusetts Industrial Accident Board requested 

“that the legislature give the Board the power to require the 
payment of bills for medical and surgical treatment, medicines, 

medical and surgical supplies, crutches and apparatus, when 

* California Accident Board, First Annual Report, 1913, p. 13. 
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necessary beyond the first two weeks after the injury in unusual 
cases where the injury is so serious as to require and warrant such 

additional medical treatment,’* because “‘there is no doubt that 

if the injury continues more than two weeks the medical attention 
provided is not sufficient to keep the employee from being a subject 

of charity.”? The emphasis upon the fact that the Massachusetts 
medical benefit ‘‘is less than most of the other states have provided” 

is an excellent argument of the advantages of lack of uniformity 

as proving a stimulus to the less progressive states. 

Even the New Jersey Commission, “‘appointed to observe the 
operations of the law” without any power to correct evils, has 

reached the conclusion that at least in exceptional cases there 

should be provision for appeal to court for additional medical 

services. In view of this development it is sufficient to refer to 

the change made in the New Jersey act by the amendment of 1913 
(chap. 174, Acts of 1913) in reducing the maximum medical benefit 

from $100 to $50. In the brief history of compensation in this 
country this as yet remains the only example of a reduction on an 

important scale. 

That in most states the limits are sufficiently low to strike a 
perceptible proportion of cases of injury is self-evident. All 

injured persons do not recover within two weeks. But exactly 
what proportion of cases is affected? No direct statistical answer 
to this question on the basis of American data is available, for the 

effects of the benefit scales of the American laws have not yet 

begun to be studied. But the assumption seems justifiable that 

rarely will medical aid be necessary beyond the period of temporary 

disability, e.g., that even in cases of permanent results the con- 

clusion of the period of temporary disability as a rule indicates also 
the conclusion of all medical treatment. Scattered American data 
as to the distribution of accidents according to the duration of 
disability are available for a few states, but their comparative 

value is impaired by the difference in the number of lighter accidents 

* Massachusetts Industrial Accident Board, First Annual Report, Boston, 1914, 

p. 51. 

2 Ibid., p. 50. 

3 Report of (New Jersey) Employer’s Liability Commission for the Year 1914, p. 8. 
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included.t It seems preferable, therefore, to make use of the 
distribution of accidents according to severity as indicated in the 

“Standard Accident Table” constructed by the author as a basis 

for compensation rates.? According to this table, and using only 

“tabulatable” accidents (accidents causing disability on some other 

day besides the day of accident) as a basis, the number of cases, 

out of 100,000, in which the period of temporary total disability 
has not expired is: 

After 7 days 
= 14 oo 

2I 

“ & 
ow 56 

= rr. 
gr 

“ 

The difference in medical services provided by different types 
of acts is therefore very substantial. In Texas some two-thirds 

of all injured must be affected; in New Jersey, Massachusetts, and 

seven other states adopting the 2-week standard, a great many 

more than one-third of the accidents, in fact nearly two-fifths; in 

Michigan and Nebraska, over one-fourth; in Indiana and Colorado, 

somewhat more than one-sixth. But it must be remembered 

* For instance, if all accident notices, no matter how slight, are included, as in 
Massachusetts, the proportion of serious accidents will be correspondingly reduced. 

On the other hand, in Wisconsin only compensatable accidents (i.e., those over one 
week’s duration) are included. 

2 See ‘Standard Accident Table as a Basis for Compensation Rates,” Publications 

of American Statistical Association, March, 1915. Also Spectator Co., New York, 1g15. 

3To some extent these proportions may be increased by the peculiar wording of 
the law. In New Jersey, e.g., the medical benefit is limited to the “‘first two weeks 

after the injury,’ which has been interpreted to mean the day of the accident. Not 
infrequently, however, the disability, or suffering, begins some time after the injury, 
and the period of medical aid is correspondingly reduced. Numerous instances of real 

distress due to this one cause are described in the investigation of the New Jersey law 

made by the American Association for Labor Legislation (‘Three years under the 

New Jersey Workmen’s Compensation Law,” pp. 33-37). The following case offers 

a good illustration: ‘‘Paul R. had his toe crushed in a stove foundry. The company 
applied first-aid treatment, but did nothing further; more than two weeks later 

infection set in and the man was obliged to spend nearly six weeks in a hospital. The 

employer was not required to pay the hospital bill of $33.25 or the medical bill of 

$12, since they were contracted after the first two weeks.” See also cases No. 154 

and No. 259. Nevertheless, in most states the same perfectly purposeless limitation 
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that this smaller share of accidents affected by the time limit 

represents the severe injuries, where both the economic loss and 

physical suffering are greatest. 

When the limit is kept up at 8 weeks or 60 days, the number of 

accidents represented is very much smaller—only about 6 per cent, 

and only a little over 2 per cent may still need medical attention 
after 13 weeks have expired. Of course this rapid reduction of the 

number of accidents as the higher limits are reached suggests that 
the cost of further extensions must rapidly decrease, i.e., that it 

probably cost more to extend the limit from 1 week to 2 weeks than 

from 28 days to go days. The question of cost is reserved, how- 
ever, for subsequent fuller consideration. 

The accuracy of the statistical measurement here ventured 

must be materially affected by the money limits, which must (as 

they are intended to do) occasionally stop the supply of medical aid 

before the time limit has expired. As to that, still less information 
is available outside of the interesting data published by the Ohio 

Industrial Commission,’ of awards made from March 1, 1912, to 

June 30, 1914, which are given in Table III: The Ohio act has 

no time limit to its medical benefits. Nevertheless the number of 

cases calling for large amounts of medical aid is extremely small. 
Only 1.2 per cent of the cases cost over $50 for medical aid during 

the period March, 1912, to December, 1913; and though in the 

later period there seems to have been a general rise in the cost of 

exists (Connecticut [old act!, Indiana, Louisiana, Maine, Massachusetts [old act], 

Michigan, Minnesota, Montana, Nevada, New Jersey, New York, Oklahoma, Rhode 
Island, and Texas). In other states (California, Colorado, Hawaii, Illinois, Iowa, 

Kentucky, Nebraska, Pennsylvania, Porto Rico, Vermont, and Wisconsin) the time 

limit is expressed in terms of duration of disability and is not dated from the time of 
injury. The Colorado act contains the very explicit language: “from the day the 
employee leaves work as the result of the injury.”” In Massachusetts the injustice 
of this section in the act of 1911 became so evident that upon recommendation of the 
Board (First Annual Report, p. 41) the language was amended in 1914. In Michigan 

and some other states the situation was met by decisions of boards and commissions. 
The situation offers an eloquent illustration of the great importance of expert bill 

drafting. In the latter formula the question of medical and surgical aid in case of 
an injury which does not result in disability might still be raised, though the writer 

is not aware of any cases of this character. 

*Ohio Industrial Commission, Department of Investigation and Statistics, 

Reports 2 and 4. 
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medical aid, the proportionate number did not rise much above 2 
percent. The table also indicates what might have been surmised, 

that a larger proportion of these cases calling for costly medical aid 

occurs among the permanent-disability cases. The peculiar sig- 

nificance of this fact will be referred to later. The higher money 

TABLE III 

DISTRIBUTION OF MEDICAL AWARDS BY AMOUNT IN OHIO 

| 
Amount of Permanent Bi ney d Temporary 
Award Fatal Cases Disability 

| ity Over Disability under} 
7 Days 7 Days 

March 1, 1912—December 31, 1913 

| 1,075 6,811 

1,535 1,252 
| 1,248 

| 
| 
| 

244 
49 
18 

14 
10 
4 HHH HO CORUM 

4,197 

January 1, 1914—June 30, 1914 

Under $10. . 50 4,990 8,099 13,164 
$10- 15... IgI 2,395 2,846 
25- —-§0.... go } 601 
50 and over 107 356 

Total ... 438 . 16,967 

limits, as shown in Table III, affect very few cases indeed. Thus, 

granted a medical benefit unlimited in time (the first nine states 

in Table II), only four cases out of a thousand will be affected by 

a money limit of $100, only two out of a thousand by a money limit 
of $150, as in Maryland, and only one in a thousand by a limit of 
$200. 

The lower limits of $75, $50, $30, or even $25 cut somewhat 

more deeply into the amount of medical aid which otherwise would 
be furnished, since some 5 per cent of cases for the entire period 

of 26 months called for medical aid at a cost of over $25. It is 
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reasonable to assume that only a small number of these cases were 
such that the 2 weeks’ limit would not have exerted its influence 
long before the money limit. 

Of course the length of time for which medical aid is allowed 
and the money limit placed upon its value indicate only the quan- 

tity and not the quality or kind of aid allowed. ‘Medical and 
surgical aid” is an elastic term. The effort to cure or at least 

minimize the physical results of an injury may call for various forms 

of expenditure. In this respect greater uniformity may be ob- 
served, the exact language of the acts in respect of medical aid 

following certain customary formulae." As a broader provision, 
the formula of the Wisconsin act of 1913 may be quoted: ‘Such 

medical, surgical, and hospital treatment, medicines, medical and 

surgical supplies, crutches, and apparatus, as may be reasonably 

required at the time of the injury and thereafter during the dis- 
ability . . . . to cure and relieve from the effects of the injury.” 
This formula is reasonably complete. It repeats the formula of the 

earlier act of 1911, except that the word “‘hospital’’ has been added 
in the first line. But it is doubtful whether this addition is of great 

importance, for evidently, in cases requiring hospital care, the 

provision of the law granting medical and surgical treatment would 

not have been fulfilled unless hospital care was added. Sub- 

stantially the same language is found in the acts of California and 
Minnesota. Closely allied is the formula of the New York act, 

followed by those of Maryland and Oklahoma: ‘‘such medical, 

surgical, or other attendance or treatment, nurse and hospital 
services, medicines, crutches, and apparatus as may be required 

or be requested by the employee”’ (sec. 13). This goes beyond the 

Wisconsin formula by specifying “other attendance,” which 

may be interpreted to mean such specialties as orthopedic or dental 
work, though by construction all of it may be included under 

surgical treatment. Nurse service is also enumerated. When 

treatment is given in a hospital, this specific reference is evidently 
unnecessary; the term presents a certain danger of stimulating 

claims for nursing from members of family, the payment of which 

*On the whole it is quite a significant feature of the compensation laws that 
there is much more uniformity in the language than in the substantive provisions. 
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is hardly intended in the compensation act. Yet the occasions 

must arise when hospitals are not within reach and hired nurses 
may be necessary. If strict interpretation of the word of the law 

were always the rule, then the Wisconsin formula would have its 

advantage to the injured, because it clearly states that the medical 

benefit must be granted, not only ‘‘to cure” (which is in the interest 
of employer), but also “to relieve” the injured person, even if 

incurably injured. But it is evident that “necessary”’ medical 

aid should include both. 
The broad character of the Wisconsin formula is fully recognized 

by the officials of that state. In the text of the act of 1913 issued 
by the Wisconsin Industrial Commission the following comment is 
made concerning the provisions for medical aid: 

This provision of the Wisconsin law is more liberal to the injured workman 
than that of any other compensation act. The provision must be construed 

liberally to carry out its humane purpose, but it must not be abused. So far 

the expense under this provision has been about 50 per cent of compensation, 

or one-third of the total cost. It should not be understood that this expense 

is without substantial benefit to the employer. Where the injured workman 

receives full and competent medical attendance he is able to return to work 

sooner, and many injuries which might otherwise result very seriously are 

quickly cured and compensation ceases. Under our act the cost of medical 
attendance is high, but there should be, and we think there is, a corresponding 

saving in compensation. At any rate the provision is humane and just. It 
is little less than criminal to cut off medical attendance at the expiration of two 

weeks, or limit the cost to $100, as is done in some acts. Only those with 

minor injuries are covered by such a provision, and those most seriously injured 

are cut off at a time when help is most needed. 

The essential feature of both these formulae which distinguishes 

them from those of other acts is the definite statement concerning 
crutches and apparatus. Of the importance of these when they 

are needed little need be said. The number of cases calling for 

them must necessarily be small, if we remember that according to 
the standard accident table, 94,193 cases out of 100,000 result in 

temporary disability only, and that even of 4,875 cases of dis- 

memberment only a few are sufficiently serious to call for such 
apparatus. The collective cost of such aid to recovery must be 
small, but in individual cases it must be considerable and beyond 
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the means of the injured. It is significant, therefore, that the 
California act was amended in 1915 to include “artificial limbs” — 
as yet the only act that goes so far. 

The New Jersey formula, followed by a large number of states, 

is much briefer and very much restricted, reading “reasonable 

medical and hospital services and medicines, as and when needed.” 

This formula is reproduced exactly in eight states' and with very 

slight modifications in sixteen others.? It quite definitely excludes 

any apparatus or crutches. Medicines or supplies are omitted in 
many of the latter acts. In some states, again, the administrative 

commissions were forced to go beyond the provisions of the law. 
Thus the Massachusetts Board ruled’ that “necessary carriage 

hire, crutches, trusses, etc., if furnished during the first two weeks 
after the injury, come within the meaning of reasonable medical 

and hospital services and medicines.” 

In this brief analysis the different time and money limits have 
been disregarded. But it is quite evident that the two methods of 

provision are closely related. Specific reference to crutches or 
apparatus would probably mean very little where the maximum 

limitation is $25, $30, or even $50. Even the time limits would 

have the same effect, for crutches or most other apparatus, and 

often even glasses, could not be fitted in an injury of any degree 
of severity before the expiration of the time limit. 

In order to permit the purchase of an artificial limb, both the 

time limit and the money limit would have to be materially raised 

if not abolished altogether. But no matter how expensive artificial 

limbs may be, the cost of the provision would depend entirely upon 

the frequency with which this necessity might arise. According 
to the same “‘Standard Accident Table’’* the cases of loss of leg, 

arms, or hand are only 402 out of 100,000 accidents, or one in 250. 

t Louisiana, Maine, Massachusetts, Michigan, Nebraska, Pennsylvania, Rhode 

Island, and Texas. 

2 Canal Zone, Colorado, Connecticut, Hawaii, Illinois, Indiana, Iowa, Kentucky, 
Montana, Nevada, Ohio, Oregon, United States, Vermont, Kentucky, and West 

Virginia; nurse services are especially mentioned in several states. 

3 Massachusetts Industrial Accident Board, Bulletin No. 2, January, 1913. 

Decisions and rulings, p. 10. 

4Op. cit., p. 21. 
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It is evident, therefore, that to some extent the low money limits, 

and to a very much larger extent the time limits, cause the medical 
benefit to be discontinued in grave cases when the injured is 

imperatively in need of it. The situation may be met in one of 
three or four different ways: 

1. The injured person may remain without adequate medical 
aid, or be obliged to leave the hospital too soon, or forego the 

necessary operation, or remain without the necessary apparatus, 
thus incurring much suffering that might be prevented, and also 

interfering with the greatest possible restitution of earning capacity. 

2. He may be able to purchase the necessary amount of medical 
aid. In the majority of cases, however, this will be done at the 

expense of the very modest standard of living for himself and 
dependents which the compensation-benefits scales provide. It 

must be remembered that, with some exceptions, low medical 

benefits are found side by side with a low compensation scale of 
50 per cent and a waiting period of 2 weeks. The immediate 

effect of the accident is to cut off the weekly income. There is 
no pay envelope for two weeks, but meanwhile medical aid is 

furnished either at home or in a hospital, and the family is forced 

to draw upon its savings, if there are any, or to go into debt. By 
the time the medical benefit reaches the limit, the economic status 

of the family may be seriously impaired, yet another week at least 
must elapse before the first compensation benefit, amounting to 

half the weekly pay, is received. That the necessity of meeting 

additional medical or hospital charges under these circumstances 
must be a hardship need hardly be argued." 

3. The injured person may fall back upon charitable aid, by 

applying to a free public medical institution. This is likely to be 

the most frequent way out of the difficulty. Assuming that 

public institutions are easily available, all the necessary medical 

* For a few illustrative cases see the report of the American Association for Labor 
Legislation in ‘‘Three Years under the New Jersey Workmen’s Compensation Law”’ 

(American Labor Legislation Review, V, No. 1.), especially pp. 64-68: case 13, totally 

disabled for 24 weeks, compensation $5.40 per week, medical bill $85 ($35 over the 

limit); case 103, amputation of thumb, medical expenses $125 ($75 over the limit); 

case 114, loss of an eye, compensation $674.36, medical expenses $241.35 ($191.35 

above the limit). 
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attendance may be obtained in this way. But the objections to 
this method are obvious. It goes contrary to all the theory underly- 
ing compensation legislation: it forces the injured person to become 
a pauper, and places upon public charitable funds the burden which, 

according to the theory of compensation, should be carried by 
industry. Again, it demands from the medical profession an 

amount of gratuitous service which physicians are inclined to resent 

more and more, now that they have become alive to the possibilities 
of accident compensation." 

4. The employer, or the insurance carrier acting for him, may 
voluntarily furnish the additional medical attendance necessary 

over and above the law, even including crutches, apparatus, and 

artificial limbs. This happens much more frequently than the 

public outside of the insurance circles is aware.2. The writer has 
no intention of holding a brief for the insurance companies. This 
additional voluntary service (which has become sufficiently impor- 

tant to justify the coining of a trade term “‘non-statutory medical 

aid”) is not granted out of any philanthropic considerations such 
as may influence the individual employer to assume the cost, or, 

:“One hospital, which is forbidden by its charter to charge for its services, 
estimated that it treated three-quarters of all the work accidents occurring in the city 

in which it was located. Another hospital stated that it usually received nothing for 

services required out of the amount provided by the act.”—‘‘ Three Years under the 

New Jersey Workmen’s Compensation Law,” p. 18. See also the following cases in 

the same report on New Jersey: case 88, 5 weeks in hospital, only 2 weeks paid for; 
case 80, 10} weeks in hospital, only 2 paid for; case 253, medical attendance was 

required for 4 months, including two operations; only 2 weeks paid for. “The 

average time in the (Newark City) hospital for 44 non-fatal cases was twenty-four 

days. Of these cases . . . . 16 remained over 30 days, 3 over 60 days, and 2 over 
go days. In 25 cases of fractures which could be identified as due to work accidents, 

the average time in the hospital was 37 days” (p.66). ‘One large New Jersey hospital 

estimated . . . . that the medical expenses of about one-fifth of these were not 
entirely covered by the law. In probably the majority of instances necessary medical 

attention beyond the legal allowance has been given free by doctors or hospitals or 

paid for by charitable organizations” (p. 68). 

2‘Tn many cases the employers and {insurance companies are paying a larger 

amount than that fixed by the statute. As a rule, this additional expenditure is 

made for the purpose of facilitating the recovery of the workman so as to reduce the 
amount payable for recovery” (American Federation of Labor and National Civic 

Federation, Workmen’s Compensation Report upon Operation of State Laws. Sixty- 
third Congress, Second Session, S. Doc. 419, p. 31). 
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even more frequently, convince him that the assurance company 

should assume the cost.' These expenditures for ‘‘non-statutory 
aid,” for employing an expert surgeon to operate, or a high-priced 

specialist to make a diagnosis, for taking X-ray photographs, or 

even buying an artificial limb, are carefully weighed with the cost 
of the service, carefully balanced against the possible saving in 

compensation. In one case in California the employer who granted 
medical aid beyond the go days’ period endeavored to deduct the 
cost from the amount of compensation due. He was overruled 

by the commission, which declared it contrary to the law (Paul 

W. Cypher v. United Development Co., October 10, 1914). The 

following actual case quoted in an official California report aptly 

illustrates this situation: 

One such case came under the observation of this Board in which the 
crushing of one leg below the knee necessitated either the amputation of the 

injured member or the transference of sound bone from the uninjured leg to 

the injured one and its grafting into the broken fragments, a process that 

required several months of surgical attention and hospital treatment. Fortu- 

nately, the latter course was pursued and both legs were made nearly as good 

as new, but the surgical and hospital expense totalled $1,000, whereupon the 

balance sheet stood as follows under the California law:? 

Amputation of leg, maximum liability of employer under present law.... $ 100.00 

Temporary total disability, 5 weeks at $16.90 per week, the weekly wage 

being $26 ree 84.50 
Permanent partial disability at 60 per cent of total, 391 weeks at $10.14. 3,965.50 

Total cost to employer under limited medical attendance 
Medical, surgical, and hospital expense 

Temporary total disability, 26 weeks at $16.90 

Permanent partial disability, 10 per cent for 754 weeks 

Total cost to employer 

That is, in this case full medical attendance meant a saving of about 

$1,400. While this may serve as a very grateful evidence of the 
social value of enlightened self-interest, there are several reasons 

* Complete protection through insurance has often a wonderful influence upon the 

employer in making him recognize the rights of the injured employee. 

2 Memorandum concerning a proposed scale of compensation benefits to be paid 
to workmen injured through industrial accident now under consideration by the 

Industrial Accident Board of California (1912 ?). 
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why it does not offer an altogether satisfactory solution of the 
difficulties: 

It is one thing to shape legislation so as to make use of this 
economic motive to obtain socially desirable results, and quite 

another to depend upon it exclusively to accomplish what is 
desirable. The average adjuster of claims may not be enlightened 
enough to see the far-reaching results of such liberal medical treat- 

ment, and the stimulus to keep the medical cost down to the lowest 
legal limit must in most cases be overwhelming. 

Moreover, one would scarcely want to depend entirely upon 
someone else’s economic motive for the preservation of health and 

limb, nay, even life! The explanation for all these strict limitations 
upon the amount of medical aid is obviously the desire to keep down 
the cost of medical aid as one of the methods of keeping down the 

cost of compensation. That this was perhaps the most unwise 
direction the employer’s economy could take will be shown later, 

when the effects of these limitations are studied. But it is still 
more difficult to understand the curious theory of a ‘compensation 

fund” similar to the old “‘wage-fund theory” of the classical 

economists which gained considerable popularity fora time. When, 
for instance, the $25 limitation was first proposed in Pennsylvania, 

the representatives of organized labor felt that “it will be rather 
severe for the average man to be laid up for two weeks without 

pay and with only $25 for the doctor’s bill, especially if the accident 
is a serious one. But if, as the result of this concession, he is able 

to get a little more money for the more serious accidents, and 

* In one case with which the writer is personally familiar—a very bad compound 

comminuted fracture of the femur (fracture of the shaft bone of the leg at several 

places with crushing of parts of bone and exposure of the injured bone to the surface 
through laceration of muscles, an especially serious complication)—the injured person 

was in the hospital 16 weeks, i.e., 8 weeks after the legal limit for medical aid 

under the New York Compensation law. His condition at the time was serious, and 
even dangerous to life. The question, how much more money should be spent for 

hospital care and operations, possibly amputation, was seriously discussed by the 

insurance company. In this discussion the probable cost of compensation for an 
amputated leg and even for death were carefully considered. Fortunately for the 
man, the presence of a young wife and two young children made the cost of compensa- 

tion for death very heavy and was used as an argument for the most liberal allowance 
to save the man’s life. But supposing he had been an altogether unattached 
individual ? 
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especially a life pension if he is totally crippled, the sacrifice will 

seem well worth while.’”* The representatives of organized labor 

evidently assumed that satisfactory treatments of both features 

were mutually exclusive. Needless to say, Pennsylvania labor did 

not get the more liberal treatment of severe injuries, because of 
this complacent attitude.? 

Another potent factor was the exaggerated fear of ‘medical 

graft.” An experienced casualty man and prolific writer on com- 

pensation expressed the opinion that “‘the medical feature of the 

law will always cost more to employers than all other features of 
the law.’’? Of course this statement represents a gross exaggera- 

tion. Asa horrible example the French compensation law is cited, 
which is designated as the ‘‘ Doctor’s Graft Law.”* The workmen 

are said to be “taking money out of their own pockets by insisting 
upon this feature of the bill.” Little faith in the honesty of the 
medical profession is manifested in the following statement: 

“Even if you should put on a limit of, say, $100, as New Jersey 
does, and cut the time to two weeks, you would find that the 

amount the employer will be called upon to pay in a great majority 

of cases will be $100—or just a few dollars less.’’s 

Even organized labor was sufficiently influenced by this ex- 

aggerated phantom of a “medical graft” to agree to the narrowest 
limitations of medical aid, as the $25 in Pennsylvania. “It is 

doubtful,” argue representatives of the Pennsylvania Federation 

*Proposed Workman’s Compensation Act of Pennsylvania, Report of the Con- 

ference of the Delegates of the Pennsylvania Federation of Labor with The Industrial 
Accident Commission, 1912. 

2 The most extreme statement of this compensation-fund theory may be credited 

to a well-known insurance man, Mr. Edson S. Lott. ‘The waiting period should be 

two months. By eliminating the smaller misfortunes, you leave your fund for the 

use of alleviating real distress—permanent injuries and the like—instead of dissipating 

it for comparatively inconsequential injuries. To be laid up for a month is a mis- 
fortune, but not a real calamity. If the fund is eaten up for misfortunes, there is 

nothing left for calamities.’ It does not seem to occur to Mr. Lott that both mis- 

fortunes and calamities might and should be provided for (Which Will Be Best for the 
Workman? by Edson S. Lott, p. 124). 

3 Which Will Be Best for the Workman? By Edson S. Lott, New York, 1913, 

p. 126 (letter to the Michigan Commissioner of Insurance). 

4 Ibid., p. 126. 5 Ibid., p. 125. 
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of Labor, “whether an increase in the allowance for the doctor 

would benefit the workingman. Experience shows that the doctors 

usually file a bill for the maximum amount.’ 

How far from the mark these statements fall is readily demon- 
strated by the Ohio data quoted on page 605. Notwithstanding 
such gross exaggeratious, these fears rapidly spread throughout 

almost all the compensation states. A basis for them was found 

under liability-insurance conditions. Though seldom more than 

first aid was given, the physician was called in an emergency, and 

he was conscious of the double position, not only as the medical 
attendant, but also as possible important witness in defense of a 

liability suit. He presented substantial, sometimes extravagant, 

bills, and the liability insurance company seldom found it advisable 

to oppose their size. Hasty interpretation of early compensation 
statistics seemed to corroborate the fear of excessive medical costs. 

In every state the early months of application of the compensation 

law called forth loud complaints that the cost of medical services 
absorbed too great a proportion of the cost of compensation. The 

Industrial Commission of Wisconsin in its second annual report, 

covering the year July, 1912—June 30, 1913, expresses its alarm 

that “‘the cost of medical attendance, including hospital and nurse 

hire, has averaged so per cent of the indemnity that has been paid 

to the injured employee” (i.e., 333 per cent of the total cost of 

compensation). 

In California the adoption of the compulsory act which went 
into effect on January 1, 1914, was followed by similar complaints 

which found seeming corroboration in the experience of the State 

Insurance Fund for the first six months (January 1—June 30, 1914) 

in paying out $8,783.38 in compensation and $12,844.50 in medical 

aid. For the entire state, experience of the first six months of the 
year indicates payments for: 

Compensation $187,187 

Medical bills 155,157 

$342,344 

* Proposed Workmen’s Compensation Act of Pennsylvania, Report of the Confer- 
ence of the Delegates of the Pennsylvania Federation of Labor with the Industrial Accidents 

Commission, 1912. 
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The cost of medical aid thus represents 83 per cent of the com- 
pensation, or 45 per cent of the total paid cost. The same situation 

was revealed in other states. 

It is evident to the careful statistician, first, that these com- 

plaints were largely due to a misunderstanding. Since medical 

bills mature rapidly, while compensation benefits are payable in 
weekly instalments and the bulk of them is long deferred, the 
proportion of cash medical payments to cash compensation pay- 
ments in the early months or even years of compensation experience 

can mean very little. Even if an effort was made to estimate the 
future payments on the accidents which occurred, the opportunity 
for error was great. 

Secondly, the proportion of medical payments to compensation 

payments is not quite a fair measure of the cost. This proportion 

may vary between state and state even under identical provision 

for medical aid, because the basis, i.e., the scale of compensation, is 
different. The lower the basis of compensation the larger will 
necessarily be the share devoted to medical expense. In France, 
for instance, the cost of medical treatment (including even the cost 

of medical control of the injured) varies between 12.5 per cent and 

15 per cent of the total cost, or 14 per cent and 173 per cent of the 

cost of compensation; but that is based upon a scale of compensa- 

tion which is considerably higher than any in the United States. 

Usual estimates of the cost of medical aid in various states run 

between one-third and one-half of the amount paid out in compen- 
sation to the injured; i.e., for every dollar paid to the workman 

or his dependents from 33 to 50 cents is paid to the physicians and 

hospitals. Of the total cost, therefore, medical aid would absorb 

from 25 to 33 percent. For one or two states more definite figures 

are available. ‘Those for Massachusetts are presented in Table IV." 
Here it evidently makes a difference whether the proportion of 

expense which goes for medical benefits is computed on the basis 

of amounts actually paid out or on the total liability incurred— 
that is, amount paid or outstanding. Medical benefits for the 

two years constitute 30.7 per cent of the total amount actually 

* These figures were obtained from preliminary blue-sheets issued by the Massa- 
chusetts insurance Department, on file, 1915. 
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paid out, or 21.8 per cent of the total amount paid or outstand- 
ing. The proportion of medical benefits to compensation alone 
was 44.3 per cent in the case of compensation actually paid, or 
27.9 per cent of compensation paid or outstanding.’ These figures 
may appear excessive as long as the percentages are kept in mind. 

TABLE IV 

Compensation 

On policies issued in 1912: 
Amount paid out* $ 973,632 | $372,278 $1,345,910 
Amount outstanding 480,784 9,860 490,644 

Total liability incurred.} $1,454,416 $382,138 $1,836,554 

On policies issued in January 
-September, 1913: 
Amount paid out* $345,603 $ 905,212 
Amount outstanding 632,869 32,232 665,101 

Total liability incurred.) $1,282,478 $377,835 $1,660,313 

On all policies issued July r, | 
1912—September 30, 1913: 
Amount paid out $1,623,241 $717,881 $2,341,122 
Amount outstanding 1,113,653 42,092 1,155,745 

Total liability incurred. $2,736,894 $759,973 $3,496,867 

* Up to December 31, 1914. 

But as a matter of fact the data for the first group cover wage 
exposure of some 505 million dollars, and for the second period for 

395 million dollars, making a total exposure of goo million dollars, 

or perhaps 1,800,000 annual workers. Expressed in proportion to 

the pay-roll exposed (as all compensation insurance charges are 

* It is characteristic of the primitive condition of our compensation statistics that 
for the same state different data are published by the Industrial Accident Board, 

covering the first twelve months’ period, July 1, 1912—June 30, 1913 (First Annual 

Report, p. 326). According to these, the total compensation for accidents of that 
period amounted to $1,253,185 and medical expenses to $414,195, making a total of 
$1,667,380, of which the medical constituted 24.8 per cent. The total number of 

accidents reported to insurance companies was 73,251, making the average medical 

expenses $5.66. But in 31,768 trivial accidents neither medical expense nor com- 
pensation was paid, excluding which the average is $10. Of the remaining 31,383 
accidents, 26,303 called for medical expenses only, which indicates the importance of 

the problem. 
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calculated), the cost for the first period was 73 cents per $100 of 

wages, during the second period 9} cents, and for the entire period 

about 83 cents, or on an average wage of $600, 51 cents per worker. 
The increase from 45 cents to 57 cents in one year is significant, 

but nevertheless the entire cost is extremely moderate. 

In Illinois, data for the accidents of 1912 have been published’ 

as shown in Table V. The average cost of medical aid for a fatal 

TABLE V 

Fatal accidents. ..... 183 $177,317 $ 2,153 $179,470 
Non-fatal accidents . 8,730 283,992 60,664 344,056 

| | 
Number Compensation Medical Total 

| 
| 
| 
| 

TOM. ccicccccss) Bes $461,309 | $62,817 $524,126 

accident is stated to be $11.77 and for a non-fatal one only $6.97, 
thus producing but little support for the extravagant charges of 

medical graft. 

Data were also published for the state of Ohio,? which are given 

in Table VI. 
TABLE VI 

| 
| Compensation Medical* | Total | po oe g 

March 1, 1912—December 31,1913} $ 293,340 | $ 83,957 | $ 377,207 22.3 
January 1, 1914—June 30, 1914 .. 757,162 146,798 903,960 16.2 

$1,050,502 | $230,755 | $1,281,257 | 18.0 

* State fund only. For employers carrying their own insurance no data as to medical benefits are 

available. 

The proportion of the cost of medical aid to the total cost is 
here smaller than in Massachusetts, but without any reference to 

the pay-roll exposed, for which data are unfortunately not avail- 

able, the comparison is dangerous, because the entire scale of 
benefits is so much higher in Ohio (perhaps by 70 per cent) than it 

Sixth Report of the Illinois Bureau of Labor Statistics, “Industrial Accidents in 
Illinois for 1912,”’ p. 30. 

Ohio Industrial Commission, Department of Investigation and Statistics, 

Report 2 (March 1, 1912—December 31, 1913) and Report 4 (January 1—June 30, 1914). 
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was in Massachusetts until the amendment of 1914 took effect. On 

an assumption of that difference in the cost of compensation, the 
proportion of 22 per cent in the cost of medical to compensation in 

Ohio would equal 1.70X 22 per cent or 37.5 per cent on the basis 

of Massachusetts compensation, or about 35 per cent over the 

Massachusetts medical cost (31:5 I .35) ,some 12.8 cents per $100 

of wages (9.5 centsX1.35=12.8 cents) or 77 cents per annum per 
average worker with an annual wage of $600. 

A very large body of experience of the most important casualty 

companies seems to indicate that, as against the Massachusetts 
cost of 8} cents per $100 of wages, the cost in Michigan was 10.8 

cents, in Illinois 13 cents, and in New Jersey only 6.4 cents. This 
seems to agree with the comparative liberality of provision con- 
cerning medical aid in these states. The proportion alone is there- 

fore a very unreliable measure of cost. There seems to be a great 

deal of truth in the following expression of views of a practicing 
physician in Massachusetts: 

There seems to be a great stress laid on the percentage paid the doctors. 

Now if we were paying compensation to well people we could easily understand 

why that criticism would be just, but we are paying compensation to a man 

more in need of medical service than he is of bread. If a man has a septic 
hand it may be a question of life and death; if a man has a broken leg, it is a 
question perhaps of his future earnings.* 

As appears from the foregoing fragmentary data, the entire 

matter of statistics of accident compensation in this country is as 
yet in a very unsatisfactory condition. Efforts are, however, in 

evidence to bring some order into this chaos. The various govern- 

ment bodies charged with the supervision of workmen’s compensa- 
tion are organized into a National Association of Workmen’s 
Compensation Boards, which has a standing committee for stand- 

ardization of the statistical reports of these Boards. As yet, the 
boards or commissions of Massachusetts, California, Washington, 

and Ohio are the only ones to publish substantial statistics, and the 

* Massachusetts Industrial Accident Board, Bulletin No. 4, April, 1913. “Medical 

Services under the Workmen’s Compensation Act,” p. 15. 
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absence of a uniform plan makes comparisons difficult.! The New 
York Commission, when consolidated with the Department of 
Labor, had the good fortune of finding Dr. L. W. Hatch and his 

Bureau of Statistics available for its work, which offers a promise 

of rich results. On the other hand, the Workmen’s Compensation 

Service Bureau, an organization of some twenty casualty insur- 
ance companies, has found accurate statistics indispensable for 

rate-making, and has evolved an extremely interesting plan for 

co-operative statistics which will cover much more than half the 
volume of compensation insurance in this country.’ 

Finally, the organization of the Casualty Actuarial and Sta- 
tistical Society of America in November, 1914, furnishes a special 

scientific body for the study of the problems of compensation in the 
light of statistical experience, facilitated by the appointment of a 

special committee in compensation statistics. In his very interest- 

TABLE VII 

Cost oF MEDICAL AND HospITAL SERVICES 

| al 
| 1 2 3 | 4 5 | 6 

| . = =~ <= | | EES aS 
Kind of Medical Benefit Specified Permanent | Permanent | a _| Medical and 

Death Injuries (Dis-| Total Dis-| Partial | noupin | Hospital 
} memberment)| abilities | Disabilities | ~* | Se rvices Only 

ae: ee 
Medical services 
Hospital services. ..}.. 

Ambulances ..... seer 
Surgical appliances. | 

Total 

ing paper on “Essential Factors in the Computation of Cost of 

Workmen’s Compensation”? Mr. W. A. Magown, then chief of the 
Compensation Bureau of the Massachusetts Insurance Department, 

suggested the analysis of medical payments under compensation 

given in Table VII. Such an analysis would furnish accurate data, 

* See E. H. Downey, “Essentials of Workmen’s Compensation Statistics,” Journal 

of Political Economy, December, 1914. 

7C. E. Scattergood in the Journal of Commerce, January 1, 1915. 

3 Proceedings of the Casualty Actuarial and Statistical Society of America, I, 
November 2, 1914, p. 189. 
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not only as to comparative cost of the various subdivisions of the 

generic term “medical aid,” but also as to the comparative impor- 

tance of these services for different groups of accidents. A com- 
parison of these data for different states, especially with reference 
to the number of cases handled, will give very interesting results. 
But a further, more refined, analysis may lead to even more valu- 

able conclusions. To quote from the writer’s presidential address 
before the second meeting of the Casualty Actuarial and Statistical 

Society: 

I should like to know, for instance, what effect, if any, the wage of the 

injured has upon the duration of injury, and whether it is true that a higher 

compensation scale, by offering a greater incentive to malingering, increases 

the duration of disability, or whether the opposite may not be true by any 

manner of means, that by furnishing a greater measure of help and comfort, 

the higher compensation scale does lead to more rapid recovery. One or two 

acts have failed to embody medical aid in their compensation acts. I should 

like to know whether that influences the duration of identical injuries. 

A similar analysis may also shed some light upon the effects of the 

various limitations of medical aid, described in the preceding pages. 

I. M. Rusrinow 
New York City 

NoteE.—Since this article was prepared several new compensation laws 

were passed in 1917, and many other acts were amended. The provisions of 

the new acts and amendments dealing with the subject of medical aid will 

be analyzed in a supplementary note following the second part of this study 

in the July issue of the Journal of Political Economy. 



NOTES 

WASHINGTON NOTES 

THE NEW WAR LOAN 

During the past month plans for floating the great loan provided for 

by Congress have assumed definite shape, and the process of actually 

securing subscriptions to the bonds is now well under way. Whether 

regarded as an independent financial operation, unprecedented in 

size and in the conditions under which it was undertaken, or whether 

it be considered as simply the first step in the process of financing our 

present European contest, the loan is of unusual interest to financiers 
and students of economics. It comes at a time which presents many 

peculiar aspects of banking and credit, and must succeed under condi- 

tions that in other circumstances would possibly be regarded as forbidding 

any real progress. The amount now offered is $2,000,000,000. 

The loan has taken shape as a 33 per cent security offered in de- 

nominations running down to $50, containing the proviso that it may be 

refunded into higher-rate bonds at any time in the future when the 

government finds itself compelled to put out a new issue under terms 

more favorable to the borrower, redeemable or refundable after 15 years 

but running not to exceed 30 years, and without the so-called “circula- 

tion privilege.” Perhaps the most interesting aspect of the offering is 

found in the conditions of national credit under which it is placed on the 

market. Great Britain, whose borrowing power is apparently better 

than that of any of the other belligerent countries, has been obtaining 

funds in this country upon loans amply protected by collateral notes 

varying around 6 per cent. During the war she has been able to 

obtain immense sums of money, her debt, everything included, being 

now in the neighborhood of $18,000,000,000, or probably more than 

five times what it was before the war. Other European countries have 

followed her example. All have, meanwhile, come to the United States 

for the purpose of meeting necessities of capital, food, money, clothing, 

and munitions. Their credit has now substantially given out, and 

the government of the United States has assumed the responsibility 

of practically sustaining their military operations by enabling them to 

buy what they need in this country on credit. Under these conditions 
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the question is well worthy of consideration, What is the extent to which 

the United States can go in meeting these demands? The special 

importance of the problem is found in the fact that the United States 

today is the last reservoir of liquid capital in the world; in other words, 

nowhere outside of its own boundaries can it borrow in considerable 

amount. It will not have an “external” war debt, because there are, 

to all intents and purposes, no countries that are in position to take up 

its bonds. Its debt must be almost exclusively domestic. In this 

respect its condition is more closely parallel to that of Germany than 

to that of any other country, inasmuch as Germany has in the same way 

financed herself entirely from within, both her financial connections and 

her import and export trade having been practically shut off very early 

in the war. The real question for the United States, as for Germany 

today, is how far annual production exceeds annual consumption; that is 

to say, what is the annual economic surplus? It can conceivably take 

by taxation or by borrowing the total amount of this surplus, and can 

devote it to the needs of the Allies abroad, or to the support of men 

unproductively employed at home in military occupations. More than 

this it cannot do, for the reason that what is wanted in this case is not 

money, or security, or credit, but the actual goods and services that are 

useful in the maintenance of the war and of military forces at home and 

abroad. There is no trustworthy estimate of the annual surplus of pro- 

duction over consumption in the United States. Our ownership of wealth 

is variously estimated at from $180,000,000,000 to $220,000,000,000, 

and on this principal an annual net earning at 5 per cent would be, 

say, $10,000,000,000. Various estimates placing our annual investable 

surplus at from $5,000,000,000 to $10,000,000,000 are current, but the 

amount is likely to be nearer the former than the latter figure. The 

present conditions of consumption and expenditure among all classes 

being considered, $5,000,000,000 to $10,000,000,000 may be regarded as 

the actual amount that could be supplied if we were to devote our annual 

savings entirely to the conduct of the war. 

BORROWING POWER OF THE NATION 

To attempt to give more than this annual surplus would have the 

result only of an apparent or fictitious acquisition of means by the 

government. If, for example, the Treasury were to be extended credit 

by banks to an amount which, combined with the contributions of the 

community above the total obtained through loans and taxation, 

amounted to more than the annual surplus of wealth, the result would 
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be simply the making of an artificial demand for goods which did not 

exist, with a consequent advance in prices, so that the goods actually 

produced would be equal, at their new level of prices, to the funds 

offered for them. This method of borrowing would not result in getting 

more, because there would be no more to get, in the way of goods, but it 

would inflict greater hardship upon the community. The result would 

be self-enforced economy due to thé fact that everyone would have to 

pay higher prices and would consume less than before. 

Eventually it might be possible thus to acquire a greater amount of 

surplus wealth available for the uses of the government, but only through 

a difficult and painful process. These fundamental economic conditions 

set the limit to the real success of the government financing that is now 

being undertaken. 

On the other hand, it being assumed that the aggregate amount of the 

loan to be floated is carefully and scientifically ascertained and fixed at a 

point that is not excessive and does not represent an effort to take from 

the public more than it can properly part with, there is yet a very serious 

problem to be met in determining and applying the methods by which 

the annual productive surplus of the country is to be taken over. The 

process of acquiring the total annual surplus output of a great nation 

cannot, of course, be exactly accurate, and involves serious dangers of 

maladjustment and error. The first problem to be disposed of is that of 

avoiding any disturbance to existing values more than can be helped, and 

particularly of avoiding disturbance to banking institutions. Discus- 

sion based on the experience of England in the present war has made 

it seem axiomatic that government bonds should not be placed in the 

hands of commercial banking institutions any more than can be avoided, 

but that they should be located as early and in as large proportion as 

practicable with the ultimate holders, whether these be savings banks 

or private investors. In appealing to private investors the government 

has to bear in mind that such possible investors are divisible into several 

classes. They may be investors who already own a given volume of 

securities, but who are willing to dispose of these securities in order to 

obtain means with which to buy government bonds. Such sales of 

existing securities mean that the power of those who take them up to buy 

bonds is itself curtailed to a corresponding extent. If it be assumed, 

therefore, that the persons who are induced to buy these old securities 

would have bought government bonds instead, the sale is really a transfer 

or shift whereby the government securities have taken their place in 

the hands of the investors who formerly owned such privately issued 
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bonds. On the other hand, again, the buyer of the bonds may be 

an individual who purposes to pay for them out of his current income, 

either on the instalment plan or by obtaining from his bank a tem- 

porary loan which enables him to carry the new securities until he 

can pay off what is due. Again, the bond buyer may not wish to sell 

his old securities, but may have obtained a semipermanent loan pro- 

tected by them from the bank, the proceeds of which he uses to purchase 

government bonds. Clearly, in all of these cases, the transaction, viewed 

from the broad economic point of view, is a change of ownership, except 

in those instances where the purchase of the bonds represents a real 

investment out of current income made by the recipient of such income, 

who abstains from the use of it. Anything else is a mere financial shift 

or readjustment which would be satisfactory in ordinary times be- 

cause it would give the government control of a certain proportion of 

the community’s purchasing power, but which in this case is of less value 

because what is desired is to obtain practically the whole of the new 

purchasing power of the community. All this is well enough recognized 

today, and accounts for the strong effort that is being made by those in 

charge of the loan to interest the small investor and saver, making the 

enterprise truly national in the best sense of the term by getting prac- 

tically the whole population interested in the bonds and disposed to 

pay for them through a process of saving. Of course this will imply 

some effort on the part of the banks to carry the bonds during the 

time when purchasers need assistance in anticipation of their savings or 

wages and are therefore obliged to resort to the banks for temporary 

accommodation. This, however, is an enlargement of bank credit 

which may be regarded as temporary and consequently not of a danger- 

ous variety. 

RATES OF INTEREST AND THEIR EFFECT 

The fact that the bonds have been rated at 3} per cent and have 
been made non-taxable has led to a great deal of criticism in many 

quarters. Analysis shows, however, that this question of rate is a 

very difficult and two-sided question. Had the bonds been placed at 

the current or market rate of interest—say 5 per cent—and been made 

subject to taxation, they would, it is argued, have appealed much more 

strongly to the small saver and investor. If asked today to take a 

government bond at 33 per cent the investor naturally casts a regretful 

eye toward sound privately issued securities which offer him 5 or 6 

per cent. Exemption from taxation is of no particular value to him 
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because he is not subject to the higher ranges of the income tax, hence 

has not a very important interest in exemption provisions. The terms 

of the loan are therefore said to be such as to appeal strongly to the 

wealthier classes in the community, which is disposed either to throw 

over its old investments, or to abstain from investments of this same 

type and to substitute the new bonds, because by so doing such investors 

will obtain a tax-free security whose income value may be nearly equal 

to that of the taxable bonds bearing higher rates. There is, however, 

as already intimated, another side of this situation. Had the new bonds 

been made to bear 5 per cent and to be subject to taxation from the out- 

set, thus directly appealing to the small investor, he would in many 

cases have immediately withdrawn his funds from savings banks for 

the purpose of purchasing the new bonds. The savings banks would 

thereupon have been obliged to realize upon their securities in order to 

meet this type of demand—a call which they could have complied with 

only by actually selling the securities or by obtaining loans at banks with 

the securities as collateral. Had they followed either of these courses, 

the result would have been somewhat similar to that which is today 

being produced by the process of disposing of the securities held 

by the wealthier members of the community. Securities would have 

been placed on the market or bank credits would have been absorbed 

on the basis of these securities, as a result of action taken by savings 

banks and other institutions which would have found their clientéle leav- 

ing them in order to become investors in government bonds. Either 

way of handling the situation, therefore, almost inevitably results in a 

readjustment of values and a redistribution of ownership of securities. 

REQUIREMENTS OF THE GOVERNMENT 

The question how long the present borrowing plan will supply the 

funds needed is much under discussion, but can be readily answered from 

the figures already made known. Apparently the government has been 
financing the Allies at the rate of about $400,000,000 per month, with 

some prospect of raising this rate to $600,000,000 for a time. It has 

itself undertaken expenses for its own purposes which were estimated at 

$3,000,000,000 originally, but have now climbed to a figure in the neighbor- 

hood of $4,000,000,000 per annum. It being assumed that matters will 

proceed at their present rate, it would appear that the effort must be 

made to supply something like $800,000,000 each month. Should this 

prove to be more than the actual surplus of production over consump- 

tion, even with the surplus augmented by increasing economy on the part 
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of all classes, the result would be as already forecast. Should the sum 

needed prove to be only approximately equal to the surplus within the 

country, the process of obtaining it would still be a matter of extensive 

adjustment and rearrangement. With taxation enacted to the extent of, 

say, $2,000,000,000 a year, it would seem that the proceeds from the 

loan now planned, amounting to $2,000,000,000, would not last more 
than from four to fivemonths. This would mean that fresh loan opera- 

tions of a similar proportion must be undertaken before the end of that 
time. The country has, in other words, embarked upon a process of 

extracting from itself about all that it can currently surrender, and this 

process will become more and more severe in effect as time goes on, and 

as the current surplus of production becomes more and more closely 

withdrawn or taken up. Opinions differ regarding the effect of the 

process upon production and trade, but there need be comparatively 

little variation of view on that score. The undertaking now in process 

inevitably means a speeding up of productive machinery to the highest 

point in certain industries, and the curtailment of the operation of other 
industries as the result of taxation or lack of demand for their output. 

We must, in short, expect to see a gradual, although sure, concentration 

of demand upon the output of comparatively few industries, and a com- 

pression of the demand for the product of others. This process will 

necessarily mean suffering and readjustment over a longer or shorter 

period, but extreme activity in every line that produces the goods that 

are in demand. High wages, profits, and interest are to be expected, 

while taxation will probably be far higher in proportion to normal levels 

than any of these, and prices higher still. Government control as a 

guiding element is already being extensively introduced into many eco- 

nomic fields, but the possibility of ultimately beneficial effects from its 

use is as uncertain here as in Europe, with the additional factor of dis- 

couragement that European experience in connection with it has already 

broken down. 

THE PROGRAM OF TAXATION 

It is too early as yet to speak definitely of the plans of taxation which 

are to accompany the new borrowing program. At the outset two 

methods of dealing with this subject were suggested, the one that of 

beginning the contest with resources largely derived from the sale of 

bonds, the other that of imposing taxation without delay to an amount as 

great as the general public could be induced to bear. The latter policy 

is the one that has been adopted by leaders in Congress, and economists 
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have indulged in much vague discussion about what is called “con- 

scription of income.” This is all based upon the accepted and axiomatic 

principle that it is desirable to obtain the necessary funds for the main- 

tenance of the war as much as possible from taxation and as little as 

possible from borrowing. Since the evident necessities of the case will 

call for the contribution, either by taxation or by borrowing, of prac- 

tically the whole surplus of the country, as already seen, the question 

whether it is obtained through loans or taxation assumes a relatively 
minor place, granting sound management of the banking mechanism. 

The difficulty of the problem lies in the fact that the psychological effect of 

taxation is very different from that of public borrowing, while the direct 

business effects are likely to be injurious unless the tax provisions are 

worked out with great care. 

In reporting an unprecedentedly large program of taxation, the House 

Ways and Means Committee (H.R. 4280) has proposed a measure which 

may possibly tend to restrict the successful placing of the great loans 

now in prospect. The adoption of the plan of waiting for the passage 
of the taxation measure until after the first loan had succeeded and 

the war requirements were better recognized, would, it is thought by 

capable observers, probably have been the wiser plan; or, if such a 

measure were to be proposed at once, it would have been better to have 

begun it upon a more limited scale in order to give less cause for dis- 

couragement and anxiety to prospective taxpayers. Special criticism 

has been offered in many quarters upon the plan of back-dating the 

new income tax. But, as already stated, it is too early as yet to reach 

a definite conclusion about the scope or the final effects of the new 

taxation, inasmuch as the measure will necessarily pass through many 

legislative changes before it reaches the statute books. In its present 

stage it is of interest chiefly as a factor in the general fiscal program, 

and as having, therefore, a distinct bearing upon the placing of the new 

bond issues. 
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The Morals of Monopoly and Competition. By H.B. REED. Me- 
nasha, Wis.: George Banta Publishing Co., 1916. 12mo, 

pp. iv+143. $1.25. 

Unfair Competition. By W. H.S. Stevens. Chicago: Univer- 

sity of Chicago Press, 1917. 12mo, pp. xili+265. $1.50 net. 

The publication of these two books, both of which deal with the 

subject of unfair competition, is a hopeful sign that this rather neglected 

topic is beginning to receive the attention its importance warrants. 

It is interesting, too, that one of the authors approaches the question 

from the point of view of a person trained in philosophy while the other 
is an economist. 

The former, in The Morals of Monopoly and Competition, is primarily 

concerned in describing the evolution now taking place in the business 

world, “one of the outstanding features of which is the change from 

private and competitive morality to public and co-operative morality.” 

He first attempts to explain why private competitive morality has been 

found unsatisfactory, by a detailed account of its results under the prac- 

tice of railroad discriminations in the case of the Standard Oil Company. 

Secondly, he describes the solutions proposed as evolved in the court 

decisions concerning railroad rebates and a fair rate of return for public- 

service companies. Thirdly, through a criticism of these decisions, he 

attempts to set forth the principles established to meet the new conditions. 

Then, turning from public callings to private callings, he follows a 

similar plan in the case of the large industrial corporations. Here prac- 

tically the only unfair methods of competition described are the various 

forms of local price discrimination employed by the Standard Oil Com- 

pany, though the judicial decisions discussed deal with a great variety 

of practices and the general principle of freedom of trade. The general 

conclusion is that industrial combinations which are doing business 

under the law of private callings ought to be regulated under the law of 

public callings. 
With this general conclusion many will agree. It has already been 

set forth by various writers, notably and by a method in many respects 

similar in Wyman’s Control of the Market. But whether the conclusion 

628 



BOOK REVIEWS AND NOTICES 629 

is adequately substantiated by this discussion is less certain. In fact, 

the book seems to lack a clear-cut, logical, and systematic working out 

of the question. The difficulty apparently arises from the fact that the 

author is really dealing with two questions. One is whether certain 

practices are fair and moral; the second concerns the logical reasoning 

and the evolution of the moral opinions of judges as shown in their 

decisions as to the legality of these practices. It is in the sections 

dealing with the second topic that the most interesting and suggestive 

portions of the book are to be found. Here, notably in chap. iii, the 

author points out certain sources of possible error in judicial opinion, 

attention to which is much needed. But while a judge’s decision as to 

what is legally right may, under certain circumstances, depend upon his 

ideas as to what is morally right, as is here pointed out, yet morality is 

not determined by these decisions. Consequently the discussion dealing 

with this second topic has not much bearing upon, and certainly does 

not answer, the question propounded by the first topic as to what forms 

of competition are morally right. ‘To answer this question some ethical 

criterion is necessary, but the author nowhere specifically discusses this 

point. So far as an answer can be inferred from his statement, his con- 

demnation of certain practices rests upon the ground that they tend to 

create monopoly. ‘The common good of the state is also materially 

dependent upon the prevalence of competition and the absence of mono- 

poly,’ p.49. (Cf. alsostatements on pp. 44, 77,107,142.) This underly- 

ing major premise, whether correct or not, certainly needs to be examined 

and justified quite as much as those premises which the author asserts 

(p. 118) the judges have not examined. Moreover, it is somewhat difficult 

to reconcile this with the general conclusion that industrial combinations 

should be put under the law of public callings, for that law is designed 

to meet a situation where monopolies are commonly admitted to be 

desirable. So far, then,as the question “What is unfair competition ?” 

is concerned it does not appear from this volume that philosophy makes 

any contribution to the answer over and above the contribution of the 

economist. 

Unfair Competition is an expansion of the author’s two articles which 

originally appeared in the Political Science Quarterly for 1914. The 

new matter consists chiefly of added illustrations of cases of the different 

methods of unfair competition, the listing of a new heading called 

“Interference,” and the expansion of the conclusion, where especial 

attention is given to the trust legislation of 1914 as it relates to this 

subject. 
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The volume is sound and timely and is the best presentation of the 

topic available. The author’s final test of the fairness of a given method 
of competition is “whether or not it restricts actually or potentially the 

normal operation of the law of competition with the resulting survival 

of efficiency,” and he is consistent throughout in adhering to this. This 

test, broadly interpreted, is economically sound. No attempt has been 

made to examine into the moral basis of this criterion, doubtless with 

wisdom, for to attempt this would soon involve the author in the field 

of ethics and the entire philosophy of life. It is here, if anywhere, 

that the philosopher can best contribute to this problem, but unfortu- 

nately Dr. Reed made no attempt to doso. While the conclusions of 

Dr. Stevens appear sound, additional weight would have been given 

them had he tried to set forth and refute in more detail the arguments 

sometimes advanced to justify the various methods of competition 

which he condemns. 
CHESTER W. WRIGHT 

UNIVERSITY OF CHICAGO 

The Financial History of Boston. By CHARLES PHILLIPS HUsE. 
(Harvard Economic Studies, Vol. XV.) Cambridge: Har- 
vard University Press, 1916. 8vo, pp. 395. $2.00 

This work covers the financial history of Boston frem May 1, 1822, 

to January 31, 1909. The earlier date marks the adoption of the city 

charter, an event which signalized, in the legal sense, the transition 

from the town form of government, which had developed during the 

colonial period, to the modern city government. In the economic sense 

the transformation in the scope of governmental functions was not con- 

summated on that date. The subsequent financial history of Boston is 

largely the story of the growth of the present complex administrative 

structure on its fiscal side. 

The author divides this history into five periods, each character- 

ized by a financial achievement of unusual significance. The periods 

and achievements by which they are marked are as follows: (1) “ From 

Town to City Economy, 1822-1844”; (2) “‘The Building of the Water- 

works, 1845-1859”; (3) “The Preservation of the Union; The Great 

Land and Street Improvements, 1860-1873”; (4) “The Beginning of 

the Park System, 1874-1886’; (5) “The Metropolitan Districts; the 

Subways, 1887-1908.” 
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The financial record for each of these periods is covered in great detail 

and by a quite unusual method of treatment. Every important item 
of receipts and expenditures is separately analyzed and explained for 

each period. This analysis is remarkably clear, thorough, and complete. 

Convenient summaries review the mass of detailed materials and assist 

in preserving the sense of historical continuity in the city’s financial 

development. Naturally the financial material is given greatest empha- 

sis, but the statistical discussion is relieved throughout by an account 

of the city’s political and social development, and of the personalities in 

successive generations that have dominated its destiny. 

The method of treatment has naturally led to the inclusion of much 

material of purely local interest; but this will doubtless prove one of the 

book’s most interesting features, especially to those already familiar 

with the history of Boston. The book as a whole will be of much more 

than local interest, however, because of its value as a study in the evo- 

lution of the modern municipal financial structure. Among the more 

interesting features of this evolution, as illustrated by the history of 

Boston, are the following: 

1. The enormous expansion of governmental functions and the 

resultant increase in the cost of government. Boston’s geographical 

situation and the political conditions which have sometimes existed 

have contributed to this increase; but a more important cause has been 

the expansion of public activities as the people came to demand provision 

of additional services at public expense. 

2. The close relation between general economic conditions and the 

activity in city affairs. Great forward strides during the years of 

general prosperity alternated with resting periods during the years of 

business depression. 

3. The great difficulty of maintaining both a tax limit and a debt 

limit in the face of the steadily expanding public expenditures. In 

Boston the debt limit proved the weaker, and the temporary relief to the 

taxpayers fostered indifference to sound management of city affairs. 

4. The influence of the state upon city finances in recent years. 

To an increasing degree the financial policy of Boston has been deter- 

mined from the State House, as the city has been compelled to finance 

measures which have been enacted as a part of the state’s program of 

advancement. 

The careful and painstaking manner in which the financial details 

of the city’s history have been studied gives this book an enviable dis- 

tinction among municipal financial histories. This distinction is 
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enhanced by the valuable interpretation of the deeper currents of public 

affairs, an interpretation which sets forth clearly the logic of municipal 

growth. The seamy side of American municipal affairs—political 

corruption and financial mismanagement—has been handled with severe 

restraint. If the author’s treatment of this topic is really in the propor- 

tion that it deserves in Boston’s history, then that city has been unique 

among American municipalities in the quality of its administration. 

H. L. Lutz 
OBERLIN COLLEGE 

Principles of Commerce. By Harry GUNNISON Brown. New 
York: Macmillan, 1916. 8vo, pp. iv+154+188+ 207. $1.50 

This book is divided into three parts. Part I, “The Mechanism of 

Exchange,”’ deals with money, bank credits, and foreign exchange; 

Part II, ‘Economic Advantages of Commerce,” deals with the gains 

of trade, the rate of interchange of goods between communities, and 

with the advantages, and more especially the disadvantages, of tariffs, 

bounties, and governmental attempts to aid or to interfere with trans- 

portation, such as subsidies, navigation laws, harbor improvements, etc.; 

Part III deals with the problems of the determination of transportation 

rates. 

The author states that his purpose is “to present a theory of com- 

merce in its several more important aspects, while yet so emphasizing 

the relations of the different branches of the subject to each other as to 

give unity to the whole.” 

Why the above fragmentary subject-matter should be called a 

theory of commerce, or what unity underlies it which even justifies 

its inclusion in a single volume, is impossible to see. The topics 

selected for the most part do not even constitute the most important 

topics in a theory of commerce. Such a theory could not dispense with a 

discussion of the operation of supply and demand, back to which so 

many commercial phenomena may be traced; of the nature and signi- 

ficance of the middleman’s functions; of the commercial theory of value; 

of the nature of commercial organization, the factors lying behind it, 

its relations to industrial organization, the concept of the market, various 

kinds of markets and their theoretical significance, the various types of 

trading and their significance. Although space is found for one hundred 

pages of detailed description of foreign-exchange practice and phe- 

nomena, and for a chapter on navigation laws, ship and railroad sub- 

sidies, harbor improvements, etc., none of the fundamental topics in 
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the theory of commerce, mentioned above, are touched upon, except 

certain aspects of the operation of supply and demand. 

The subject-matter of the book does not appear to constitute even 

one of the natural subdivisions of the general subject of commerce, 

with an inherent unity entitling it to be set off for separate consideration. 

Between some of the subjects in the first and second parts an intimate 

relation does exist which the author has commendably developed— 

for example the dependence of an understanding of the rate of the 

interchange of goods, of the effects of tariffs, particularly protective 

tariffs, and of bounties, upon an understanding of the laws of money 

and to a less extent of foreign exchange. Even this intimate relationship, 

however, does not constitute the subjects a single topic. Between the 

last chapter of the second part, the entire third part, and the remainder 

of the book, there is no peculiarly intimate relationship. What unusu- 

ally close relationship exists between the subject of railroad rates on the 

one hand and of foreign exchange or the laws of money on the other 

hand, or between ship subsidies or harbor improvements and bank 

credits, which constitute them parts of a single subdivision of the general 

subject of commerce ? 

The book is commendable for its clearness and conciseness of style. 

Individually and internally considered, the treatment of the specific 

topics is good. There is some lack of balance in the weight accorded 

the topics; for example, the hundred pages devoted to a detailed dis- 

cussion of foreign exchange in contrast with twenty-five each to the laws 

of money and bank credits. 

Allin all the separate fragments of the book have many commendable 

features, but the book as a whole is hardly more than a collection of 

fragments—it has no central dominating topic. Most emphatically 

it is not a statement of ‘“‘a theory of commerce.” 

SUMNER H. SLICHTER 
UNIVERSITY OF CHICAGO 

A History of Manufactures in the United States, 1607-1860. By 

Victor S. CrarK. Washington: Carnegie Institute, 1916. 
8vo, pp. xii+675, 14 plates and charts. Unbound, $6.00; 

cloth, $6. 50. 

A large mass of detailed facts has been diligently assembled from 

many more or less obscure sources for this book. The subject is treated 

broadly with consideration of numerous factors, such as natural resources, 
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commerce, and currency, which have affected the growth of manufactures 

in the United States. The chief contribution of the work, nevertheless, 
is in details rather than in principles. 

Some conclusions, those regarding the effects of the British colonial 

policy for example, have been stated more convincingly by others. 

There is a lengthy, commonplace discussion of the tariff, which makes 

no notable contribution and does not recognize so relevant a point as 
the evolution of the “full dinner pail’’ argument for protection. 

Numerous conclusions of broad significance are imperfectly stated. 

On p. 8 it is said: ‘Throughout this period [colonial] we shall find two 

dominant influences controlling the development of manufactures in 

America: natural resources and markets.” On p. 158 the influence of 

labor conditions is mentioned “‘as the most marked symptom of the com- 

plex of economic conditions that discouraged manufactures in America”’; 

labor conditions surely deserve as much prominence as any other factor. 

This is but one instance of piece-meal presentation of co-ordinate ele- 

ments. The significance of the uniformity of demand, resulting from the 

dominance of frontier conditions, is referred to casually in several places, 

but its full bearing is nowhere summarized. In the section on “ Profits 

and Interest”’ (pp. 147-51), mercantile gross profits, manufacturers’ 

profits, and interest are mingled in a confusing way.{ 

Not all of the generalizations are substantiated. For example: 

“Manufacturing came to be associated in the eyes of the colonists with 

poverty”’ (p. 155); and, “The artisan who manufactured goods for sale 

occupied a higher industrial status than the mechanic who made goods 

to order” (p. 163). These are far more important statements, if true, 

than numerous others which are elaborated upon at length. 

The allotment of space and the distribution of emphasis are open to 

serious criticism. Over one-fourth of the volume is taken up with the 

discussion of foreign influences and domestic legislation, whereas the 

influence of canals and steamboats upon manufactures is summarized 

in four and one-half pages. Whiskey distilling is given more space than 

flour milling. For the period 1790-1860 over three times as much space 

is devoted to geographical distribution and volume of:manufactures as 

to organization. 

The history of the development of industrial organization is inade- 

quate. The handicraft system, under which the workers produced for 

sale, and the putting-out system, under which they worked on materials 

furnished them by a merchant or manufacturer, are clearly distinguished 

only at a late point in the book (p. 440), and the reasons for the devel- 
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opment of the putting-out system are not plainly shown. The section 

on the factory system (pp. 448-55) is incomplete; it does not give a 

clear-cut summary of the economies of the factory or of the forces which 

brought about its development. These economies and forces are men- 

tioned elsewhere at scattered points, to be sure, but it is necessary for 

the reader to pick them out and piece them together. Since the book 

was apparently written to trace the volume of growth rather than to 

analyze the causes for the development of new forms of industrial 

organization, one ends a critical reading of the volume with a feeling of 

uncertainty as to how much valuable evidence on the latter subject may 

have been overlooked. 
MELVIN T. COPELAND 

HARVARD UNIVERSITY 

The Chartist Movement in Its Social and Economic Aspects. By FRANK 

F. RosENBLATT. (Columbia University Studies, LX XIII, No. 1.) 

New York: Longmans, Green, & Co., 1916. 8vo, pp. 248. $2.00. 

The Decline of the Chartist Movement. By PRESTON WILLIAM SLOSSON. 

(Columbia University Studies, LXXIII, No. 2.) New York: 

Longmans, Green, & Co., 1916. 8vo, pp. 216. $2.00. 

Chartism and the Churches. By Harotp U. FautKNner. (Columbia 

University Studies, LXXIII, No. 3.) New York: Longmans, 

Green, & Co., 1916. 8vo, pp. 152. $1.25. 

These three volumes will greatly interest students of later movements. 

The first volume, which is introductory, summarizes the English radical move- 

ments previous to Chartism from the beginning of the last quarter of the 

eighteenth century, describes in detail the economic and political situation in 

England at the time of the origin of Chartism, sketches the careers, person- 

alities, and beliefs of the leaders of the movement, traces its emergence from 

the existing political and economic conditions and its development until the 

end of the Newport riot in November, 1839. The war has delayed the com- 

pletion of this study for the subsequent period. 

Mr. Slosson’s volume falls into two parts: the first, a narrative beginning 

with the second period of great activity in 1842 and covering the third period 

of great activity in 1848 and the final decline; the second, an analysis of the 

causes of the movement’s decline and of its influence upon the ruling and the 

working classes. 

Mr. Faulkner’s volume is devoted largely to the attitude of Chartism 

toward Christianity and the churches and of the churches toward Chartism. 

The Chartist movement illustrates strikingly labor’s tendency to adopt 

political methods in times of depression and economic methods in times of 
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prosperity. The movement was due primarily to the depressed condition of 

England in the later thirty’s and to the new poor-law which accentuated the 

distress. Its decline was due largely to the return of prosperity. The relation 

of the movement to industrial depression is analyzed ably and in detail by 

both Mr. Rosenblatt and Mr. Slosson. This analysis is by far the most satis- 

factory feature of their works. 

Chartism suffered severely from dissensions among its leaders—an ailment 

to which extreme movements seem particularly susceptible. Radical opinions 
appear to carry with them an intolerance which renders co-operation difficult. 

Mr. Rosenblatt’s and Mr. Slosson’s accounts of the conflict among Chartist 

leaders over objects, methods, and personalities throw interesting side lights on 

this ailment of radical movements. 

Occurring when England was passing from a predominantly agricultural 

to a predominantly industrial state, Chartism contained leaders who found the 

remedy for social ills in agricultural reform and those who found it in industrial 

reform, those who sought an ideal agricultural state and those who sought an 

ideal industrial state. Mr. Rosenblatt and Mr. Slosson point out this division 
among the leaders, but do not analyze it so fully as it deserves. 

Mr. Slosson’s analysis of the effect of Chartism, first, upon the upper classes, 

and particularly upon the attitude of the two great parties toward political and 

social reform, and second, upon the working classes, is very brief and general. 

An adequate treatment of this important subject would require much more 

than the small space he devotes to it. 

Mr. Faulkner’s analysis of the attitudes of the Chartist leaders toward the 

churches and of the churches toward Chartism contributes interesting material 

to the history of the relations between radical reformers and the churches. It 

illustrates vividly the gulf between those whose main interest was radical 

schemes of reform and those whose main interest was religion. Mr. Faulkner’s 

study fails to indicate what, if any, influence Chartism exerted upon the 

churches’ subsequent attitude toward political and social reform. 

The authors of each of these works acknowledge their indebtedness for the 

use of Professor Seligman’s collection of Chartist literature and documents. 

The Rise of Ecclesiastical Control in Quebec. By WALTER ALEXANDER 

RIDDELL. (Columbia University Studies, LXXIV, No. 1.) New 

York: Longmans, Green, & Co., 1916. 8vo, pp. 196. $1.75. 

This book tells how the economic, ethnic, and political conditions which 

have prevailed in the province of Quebec led up to and made possible the 

strategic position of the Roman Catholic church in Canada. The aim of the 

author, to use his own words, is “‘to present sufficient source material to afford 

the general reader a basis upon which to form an adequate judgment of the 

sociological and historical origins in Quebec which have been responsible in a 
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large part for the present racial situation in Canada as a whole .. . . and 
to show their relation to the growth of the church itself 

The work is divided into two parts. Part I explains the manner in which 

the social phenomena furnished the foundation upon which the church erected 

its superstructure of control. In chap. ii, entitled “Demographic Factors 

Affecting the Homogeneity of the Population of Quebec,” the writer shows 

in a clear manner how the factors of natural environment, the aggregation and 

composition of the population, together with the source of subsistence, operated 
to create a single homogeneous type of people. In chap. iii the facts of industry, 

language, and other social phenomena are so treated as to indicate their influ- 

ence upon the same fundamental social process, namely, the production of 

homogeneity and mental and moral solidarity, a situation which reacted 

favorably to the rise of ecclesiastical control. 

In Part II the writer relates the history of the conflict between the church 

and state, the story being based on the underlying explanation given in Part I. 

The outstanding feature of the story is the fact of the decline of the power of the 

church under the French régime and the reversal of this state of affairs under 

the British. Owing to the increased emphasis placed by Colbert and the 

administrators who followed him on the economic interests of the colony, and 

to the assertion of the king’s supremacy in temporal matters, the church in the 

early period declined in power down to the time of the British conquest. The 

attempt of the English to assimilate the French Canadians, to administer a new 

legal code, and to establish the Church of England aroused the antagonism of 

the people; the clergy seized upon the opportunity and championed the rights 

of the people against their new rulers. The concessions which were made to the 

clergy and the people in the Constitutional Act, the separation of the province, 

and the granting of the franchise were the final acts which gave the church 

the supreme position which it now holds. 

This book throws much light on the present socio-political situation in 

Canada. The barrier that has grown up between the English- and French- 

speaking people, largely through the instrumentality of the church, promises 

to be one of the most serious control problems wkich the dominion government 

has to face. 

Factory Accounting. By FRANK E. WEeEBNER. Chicago: LaSalle 

Extension University, 1917. 8vo, pp. xii+340. $2.75. 

Though published as a textbook of the LaSalle Extension University, this 

work is intended by the author to be of use to manufacturers and accountants 

as well as to students. It endeavors to cover a broader field than cost account- 

ing; and in working out the factory accounting technique it deals quite as 

much with matters of production control as with accounting. By devoting 

several chapters to describing types of organization, the work performs a 
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service for industrial accounting in that it throws some emphasis on the neces- 

sity of adapting the accounting scheme to each particular case. Even more 

might have been done by an adequate correlation of the different parts of the 

book. For, while production-control forms are constantly used to illustrate 

the text, and the preface of the volume states that “the large and complex 

industrial units require, not only accurate accounting, but also economical 

accounting,” the significance of these things is minimized by the author’s fail- 

ure to emphasize properly the fact that economical accounting is best secured 

by making accounting data the by-product of production-control forms. 

The “how” of collecting data is well shown, but the ‘“‘why” is for the most 

part neglected. 

Four distinct parts comprise the volume. In the first a brief descriptive 

survey of the different types of management is given. The second deals with 

the controlling accounts, the general exhibits and the relation of cost accounts 

to the general exhibit. It contains also chapters on specific order and process 

production, and on different methods of concentrating their principal char- 

acteristics for effective handling. Some of these schemes deal mainly with the 

distribution of manufacturing costs over product, others with planning and 

scheduling. The third part is a short chapter describing the different types of 

industries, classed according to production methods. The fourth part describes 

methods of collecting data concerning materials, labor, and expense, and of 

handling these accounts. 

The unique position of the book in the range of accounting texts is attained 

by virtue of the fact that, while attempting to set forth a greater range of 

matter than comes within the sphere of technical cost accounting, the author 

deals carefully and in detail with the devices and methods of discovering and 

recording production facts. Charts and forms are used in great profusion to 

illustrate the text, and some attention is given to the use of mechanical con- 

trivances in caring for detail. In this way one of the main purposes of the 

book is accomplished, namely, description of the recently developed technique 

of factory accounting. 

A History of the Third French Republic. By C. H. C. Wricur. 

Boston: Houghton, Mifflin & Co., 1916. 8vo, pp. 206. $1.50. 

We have here a simple and general account of the political history of 

France from the time when the brutal and unscrupulous Bismarck brought 

on the Franco-Prussian War to the year 1914. To the economist there is 

very little of interest. If one holds that any history is superficial which does 
not unfold the economic causes at work, then we must class this volume as 

superficial. 

Nevertheless, the author shows the relation between the sensational failure 

of the Union générale which brought on the crisis of 1882 and the anti-Semitic 

agitation. He points out that this great bank was the Catholic rival of the 
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Rothschilds. But of the momentous copper speculation which brought on the 

crisis, not a word. Also, he faintly refers (p. 172) to the withdrawal of French 

funds from German banks which threatened Germany with a financial crisis in 

1911, and led to Germany’s giving way on Morocco in return for the Cameroons; 

but he throws no light on the unsound and extended condition of credit in 

Germany which made her so vulnerable at that time. Again, while showing 

the general and external political activities of the Socialists and Syndicalists 

(p. 177), he tells us little or nothing of the nature and development of the 

socialistic forces which have fairly dominated French administration. Like- 

wise, very perfunctory is the brief reference to the payment of the indemnity 

by Thiers (p. 42), but not a word as to the most remarkable exchange operations 

in all history. Such things seem to be outside the purpose of the author. 

Viewed solely as a general account of the main political events in the admin- 

istrations of Thiers, MacMahon, Grévy, Sadi Carnot, Casimir-Périer, Loubet, 

Falliéres, and Poincaré, the book is a convenient vade mecum. The weakened 

condition of the French Empire that gave opportunity for the initial step in the 

bullying, aggressive Prussianizing of Europe which has reached its climax—and 

we hope its check—in the European war of today (pp. 5-10) is clearly 

expressed. 
L. 

Cost Accounting and Burden Application. By CiLInton H. ScoveLt. 
New York: D. Appleton & Co., 1916. 8vo, pp. x+328. $2.00. 

This book is written closely around the idea of the production center as 

the proper unit for the distribution of manufacturing burden. A large part 

of the book is an explanation of the manner in which taxes, insurance, depre- 
ciation, rent, repairs, indirect labor, supplies, power, and general expenses may 

be distributed among the various production centers. Prime cost, however, 

is not slighted. The principles to be observed in handling and assembling both 

material and labor costs are stated clearly and thoroughly. 

A noteworthy characteristic of this book, written by a practicing account- 

ant, is the emphasis laid upon principles rather than upon specific methods. 

The entire book deals with principles and lays down general lines of procedure, 

and at no point are accounting forms, concrete illustrations, or specific methods 

set forth. This characteristic, even though it leads at times to vagueness 

of statement and certainly debars the book from any claim to being a 

complete guide to cost accounting, is not at all displeasing to the reader. In 

connection with the clear and simple style it goes far toward freeing the 

book from the monotony which seems so inseparable from works upon cost 

accounting. 

Closely related to the absence of accounting forms is the lack of any ade- 
quate presentation of the relations between cost accounting and the general 

accounting system of the business making use of cost accounts. The book falls 
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short of establishing completeness as a treatise on cost accounting by reason of 

the conscious emphasis upon the order method of production and the correspond- 

ing neglect of the process method and of the so-called continuous industries. 

The book contains particularly good chapters upon unearned burden, 

interest as an element of cost, the verification of burden estimates, and the 

budget system. Foundry, textile, candy, and paper manufacturing costs 

systems are discussed in supplementary chapters. 

Retail Store Management. By Paut H. Nystrom. Chicago: LaSalle 

Extension University, 1917. 8vo, pp. vilit+238. Index. $2.00. 

This book is intended primarily as a textbook for students of the retailing 

process, and is general in character rather than descriptive of technical matters. 

The chief merchandising problems are presented clearly and concisely. The 

author realizes the need of giving to those engaged in retail businesses a broad 

view of the field, in order to counteract the narrowing tendencies of intensive 

routine work. The necessary theoretical matter is presented by means of 

illustrations taken from actual experiences of merchants. Reality without 

minute detail is the spirit of the work. 

Particular forms of retailing—chain stores, department stores, and so on— 

are not mentioned in the treatise. Location, organization, accounting, buying, 
sales, and pricing, the factors whose management means success or failure in 

any retail establishment, large or small, receive thorough treatment. House 
policies, especially with reference to direct dealings with customers and 

employees, are commented on. Several of the merchandising functions are 
illustrated by simple, well-organized charts, and a few carefully selected forms 

give hints of possible methods for controlling the work of the different functions. 

Lectures and Addresses on the Negro in the South. (Publications of the 

University of Virginia—Phelps-Stokes Fellowship Papers.) Char- 

lottesville, Va.: The Michie Co., 1915. 8vo, pp. 128. 

This volume contains a series of lectures on the negro problem, delivered 

by various students of the South at the University of Virginia in 1915. The 
phases of the problem as presented are various and the suggestions numerous. 
The chief value of the work lies in the breadth of view presented and also in 

the fact that it voices the sentiments of the southern leaders upon whom the 
solution finally rests. The main topics touched upon are: land tenure, owner- 

ship, and segregation; education; negro criminalogy; race relationship; 

public-health aspects; the church problem, and others. Not all of the lectures 

are of equal value. Some of them contain errors of fact and of judgment; some 

are of not more than passing importance. However, on the whole they are 

readable, and those entering into the study for the first time will find many 

valuable suggestions. 
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